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also proved I was a better typist 
than my boss ever knew! 
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Cost Control 


Controlling costs is essential to effective man- 
agement, particularly in manufacturing plants. 
Standard costs and standard operations are con- 
trol-instruments that can be used in attaining 
planned results. The course of the American 
Academy of Accountancy on the subject of Cost 


Control is a training in modern effective man- 


agerial use of cost records. 


THE AMERICAN ACADEMY OF ACCOUNTANCY 


EXECUTIVE OFFICES 


720 North Michigan Avenue 
Chicago, Illinois 




















WITH A 
COLLEGIATE BACKGROUND 


is not conducted by nor affiliated with any resi- 

























dent university, yet it has a distinctly collegiate 
background. The four men whose names are men- 
tioned on this page compose the Executive Edu- 





cational Committee, which is responsible for 1.A.S. 
educational activities and policies, with particular reference 


to text material, research, standards, and technical methods. 


Each of these men has earned recognition as a writer of 
university textbooks. Dean Kimball’s many years as an edu- 
cator at Cornell University, Dr. Galloway's work at New 
York University and as Chairman of the Board of The Ronald 
Press Company, and Dean Madden’s work at New York Uni- 


versity have contributed notably to America’s educational 


graduates of leading resident universities. 
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program during the years of greatest development in the schools-ofcommerce field. 


And among the forty members of the Advisory Board whose co-operation with I.A.S. text- 
writers has helped to bring about the thoroughness and up-to-dateness of I.A.S. training, are ten 


present or former deans, professors, and lecturers at resident universities. 


I.A.S. does not regard itself as being directly in competition with resident universities. 
Rather, the purpose of this message is to point out that, for the man who for one reason or 
another does not go to college, there is offered a home-study training program which has behind 
it the combined abilities of men whose contributions to the field of collegiate training are 


sufficiently noteworthy to merit special recognition. Incidentally many of our subscribers are 
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Ldttortal Comment 


LBERT EDWARD WIGGAM in “The Marks of 
an Educated Man” employs the following chap- 
ter headings: 

He cultivates an open mind. 

He always listens to one who knows. 

He knows the secret of getting along with other people. 

He links himself with a great cause. 

He knows it is never too late to learn. 

You can’t sell him magic. 

One in the fortunate position of meeting many 
men identified with The Controllers Institute of 
America will discover application for the philosophy 
set forth in these chapters. It has been the writer's 
privilege to cover a substantial cross-section of the 
country to attend meetings of Divisional Controls, 
and from Massachusetts to California there is evi- 
dence of a determination to build organization 
around such qualifications. 

The studied attention of members in attendance 
at the monthly meetings offers substantial evidence 
that the controller has appraised the value of listen- 
ing to one who knows his subject. The prevailing 
fellowship and social environment are sufficiently 
convincing that he has cultivated the secret of getting 
along with people. His membership in The Institute 
is tangible evidence of adherence to a worthwhile 
cause. Irrespective of age and business position, the 
regularity of his attendance and interest in the sub- 
ject of the evening stamps him with the conviction 


that it is never too late to learn. The critical and 
analytical qualities of his mind and the cross-exam- 
ination which takes place in round-table affairs 
testify to the fact that, even in problems of taxation, 
he is not interested in the chicanery of the magician. 

Institute activities impress one with the fact that 
the controller has geared education to life and is 
observing those habits of mind which galvanize 
knowledge into a powerful working tool for success- 
ful business conduct. The sectional characteristics 
of a community, and the personalities of men re- 
sponsible for Institute objectives make for no differ- 
ence in the independence and courage with which 
controllers reason with each other on subjects in- 
volving controversial procedure. 

This message is written from Los Angeles. It is 
intended as a compliment to the entire membership 
in justification of a statement made in my address of 
acceptance in New York last October that the duties 
of office “should not be assumed in a spirit of self- 
sacrifice or weigh heavily upon anyone chosen as 
your President. They can be accepted with a light 
heart when he is surrounded by a group of men hav- 
ing the background, the vision, the loyalty and the 
understanding which mark you for membership in 
this organization.” 


HENRY C. PERRY 


President, Controllers Institute of America. 
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Changes In Inventory Practice Noted 
as Important Accounting Development 


Fluctuations In Profit Caused By Present Inventory Methods Believed To Exagger- 
ate Swings of Business Cycle—Division of Profits Between Years Needs More Light 
and Common Understanding Than in Past—Article By E. STEWART FREEMAN. 


HAT the current discussion con- 

cerning inventory accounting 1s 
only one phase of the subject, what 
constitutes profit, is the belief of Mr. 
E. STEWART FREEMAN, the author of 
this article. We need much more light 
and understanding than we have ever 
had, Mr. FREEMAN believes, on the 
question of dividing profit between 
years. He adds further that the plans 
for smoothing profits between years go 
too far for purposes of management, 
and not far enough for purposes of 
dividends and taxation. 

This is a live subject to which con- 
trollers are devoting an increasing 
amount of study and thought. Mr. 
FREEMAN, the author of this article, 
is well known to readers of this jour- 
nal, for which he has reviewed many 
books, and is personally known to 
many members of The Controllers In- 
stitute of America. He is controller 
of the Dennison Manufacturing Com- 
pany, of Framingham, Massachusetts. 
He is a member also of the American 
Economic Association and of the 
American Statistical Association. Dur- 
ing 1918 and 1919 MR. FREEMAN 
was with the Central Bureau of Plan- 
ning and Statistics at Washington, 
first as a statistician and later as as- 
sistant editor of the weekly statistical 
report for President Wilson. Except 
for that leave of absence MR. FREE- 
MAN has been with the Dennison Man- 
ufacturing Company since 1907. 

—THE EpITor. 


Most people will agree that in a 
closed business transaction profit is the 
excess of money received from other 
than the owners over money paid out 
to other than the owners. Some will 
argue that money profit is not real 
profit unless the money received has 


the same purchasing power as the 
money expended. Even these how- 
ever will usually find it necessary to 
figure profit in money before they can 
figure it in terms of what money will 
buy. 

The real difference of opinion comes 
when we try to figure profit for shorter 
periods, such as a year, when the re- 
ceipts of one period are the results 
of the expenditures of another period. 
Fundamentally, we have the choice of 
two solutions of a problem of this 
kind: (1) to anticipate the receipts 
and compare them with the expendi- 
tures in the year of expenditure or 
(2) to carry the expenditures for- 
ward as deferred charges until they 
can be compared with the receipts in 
the year of receipts. 

The first solution requires a knowl- 
edge of the future which is seldom 
attainable. Hence it is customary to 
anticipate receipts (in accounts receiv- 
able) only when the amount has been 
fully determined and is legally due. 
Carrying the expenditures forward un- 
til they can be matched against the 
actual receipts is therefore the more 
logical and practical of the two solu- 
tions, and it is the one which modern 
accounting appears to have chosen. 


EARLIER THEORY OF PROFIT 

There is, however, an earlier theory 
of profit which still survives in many 
legal opinions and in much of our ac- 
counting literature. Under this older 
theory, ‘‘profit’’ is the increase in the 
value of the net assets between the be- 
ginning and end of the period, plus 
any distribution to owners during the 
period. Under a strict interpretation 
of this theory, the balance sheet at the 
end of each period should show the 
fair cash or market value of the assets; 


and the increase in net worth since the 
preceding balance sheet, plus any divi- 
dends declared, would be the profit 
for the period. 

Actually, it has always been too dif- 
ficult to determine the value of the 
assets each year. Hence accountants 
have fallen into the habit of using 
costs instead of values. Instead of 
recognizing that the value theory is 
wrong and should be discarded, the 
advocates of this theory continue to 
carry on a sort of make-believe. They 
use costs but call them “values” or 
“valuations.”” When taxed with their 
inconsistencies they excuse themselves 
with such terms as “accounting con- 
ventions.” Very likely this is the way 
law and human customs grow, but it 
is not conducive to clear thinking. 

Under the more logical and modern 
cost accounting theory, ‘‘profit” is the 
gross income of the period minus the 
expenditures fairly chargeable as the 
cost of obtaining such income. Under 
this theory, the balance sheet shows the 
value of cash and matured rights to 
cash (bank deposits and receivables) 
but in the case of incompleted trans- 
actions it does not even attempt to 
show values. Rather, its purpose is to 
show the balance of cost invested, that 
is the amount of past expenditures 
fairly chargeable against future in- 
come. 

Under a strict interpretation of this 
theory, the amounts shown for plant 
and equipment, materials, merchan- 
dise, and prepaid expenses are all 
alike merely deferred cost charges and 
posititvely not ‘‘values’” or ‘‘valua- 
tions.”” When inventories are marked 
down to a “market” lower than cost 
or when obsolete machinery is marked 
down to a figure which the price for 
the product can stand, such matk- 
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down should be explained not as the 
substitution of a market value for cost 
but rather as a limitation upon the 
amount of cost to be deferred. A cost 
which we can not fairly expect to col- 
lect out of future income should 
promptly be recognized as a loss and 
not deferred. 


ACCOUNTANTS LOOSE PHRAESEOLOGY 

While the trend of thought is doubt- 
less toward the second or cost theory, 
accountants generally still cling to the 
language of the earlier value theory. 
Hence the talk of accountants is often 
confusing even to one another. They 
still say ‘‘value’” when they mean ‘“‘de- 
ferred cost,” and many of the people 
to whom they talk still believe that 
when an accountant says ‘‘value’ he 
means ‘‘value.” 

As a matter of fact, the words 
“value” and “cost” have quite dif- 
ferent meanings. “Value” is what 
something is worth for a future use. 
It is a capitalization of future income. 
Cost, on the other hand, reflects past 
outgo. Accountants also use the term 
“depreciation” very loosely. To some 
this word retains its historical mean- 
ing of de (down) pretium (price), 
ie., a decline in value. Modern ac- 
counting however tends to use the 
word as a synonym for “instalment 
cost.” If accountants could learn to 
use words with more discrimination, 
it would be easier for them to make 
themselves understood both by out- 
siders and by other accountants. The 
Controllers Institute might well give 
some thought to the improvement of 
accounting terminology. 


FROM THE SIMPLE TO THE COMPLEX 

If each year a man spends money in 
the spring to build a house and in the 
autumn receives money from its sale, 
the transaction is complete within the 
year and his profit is the excess of the 
amount received over the amount ex- 
pended. But suppose instead he builds 
in the autumn and sells in the spring, 
how then shall he figure his profit for 
the calendar year? One accountant 
will say that the expenditure in the 
autumn is merely an advance or loan 
on account,of next year’s business and 


/~ sethat the actual amount of the autumn 


Wage" 


expenditure should be carried forward 
on the year-end balance sheet as a de- 
ferred charge and then deducted from 
the money received the next spring. 

Another accountant, however, will 
deny this and say that the amount ex- 
pended in the autumn should be de- 
ducted from the amount received the 
preceding spring, because the house 
on hand at the end of the year is ap- 
proximately the same kind of a house 
that the builder had on hand at the 
beginning of the year. But what then 
about the money expended for the first 
house before any houses were sold or 
the money received for the last house 
which was never replaced? The sec- 
ond accountant will say that the cost of 
the first house built must be carried 
forward over the ten- or twenty-year 
period and compared with the selling 
price of the last house and that the 
difference is the profit on the last 
house. The builder however will say 
that he does not build a house in the 
autumn merely to replace the house 
sold the previous spring. He builds 
because he thinks that the money he 
will get back the following spring will 
more than pay for the money spent this 
autumn. Therefore the theory of the 
first accountant seems more logical and 
realistic to the builder than the theory 
of the second. 


First-IN, First-Out, INVENTORYING 


Suppose now that instead of build- 
ing one house a year a man builds a 
hundred, a thousand, or a million. In 
theory, the accountants’ problem is 
precisely the same but in practice it 
will be more complicated. Expediency, 
therefore, may lead them to adopt 
some simplified method of computa- 
tion. They may find it difficult to keep 
a separate record of the exact cost and 
selling price of each house. The first 
accountant will think that he will get 
approximately the right result if he 
assumes that the houses are sold in 
the same order in which they are built. 


He calls this the first-in, first-out 
method of inventory. 
The second accountant, however, 


seems to feel that the builder is in 
business primarily to maintain a stock 
of houses. Hence he thinks the orig- 
~inal stock must be carried at the orig- 
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inal cost and each house that is sold 
must be assumed to be the last house 


built. He calls this the last-in, first- 
out method. Suppose, however, that 
the number of houses on hand has 
varied from year to year. In that case 
the second accountant may concede that 
only part of the houses need be car- 
ried at the original cost while the 
marginal stock can be carried at a more 
recent cost. He will call this the basic- 
stock method. 

The builder who built only one 
house a year was inclined to agree with 
the first accountant. The one who 
builds houses continuously however is 
not so sure which accountant is right. 
He knows that he maintains inventory 
records with maximum and minimum 
controls. Thus he could fall into the 
error of thinking that he builds houses 
primarily to replenish inventory per 
se rather than to supply a future mar- 
ket, for which the inventory is merely 
a means unto an end. If undecided, 
he is very likely to ask which method 
will minimize his taxes and other trou- 
bles. After he has found his answer 
to these questions, he will be very 
likely to try to rationalize whichever 
accounting theory seems best adapted 
to his practical needs. 


CONFERENCE BOARD SURVEY 

The National Industrial Conference 
Board last year sent a questionnaire re- 
garding inventory practices to 2046 
manufacturing companies. Replies 
were received from 826 and the results 
were published recently in a 15-page 
pamphlet entitled ‘Prevailing Practices 
in Inventory Valuation.””"* This pam- 
phlet also gives a series of computa- 
tions showing the practical effect on 
cost of four methods of computing in- 
ventory: (1) first-in, first-out cost, 
(2) cumulative average cost, (3) nor- 
mal-stock cost, and (4) last-in, first- 
out or replacement cost. Some quota- 
tions: 

“Lower of cost or market is the prevail- 
ing basis for inventory valuation on the 
balance sheet, with 63 per cent. of the com- 
panies using this method for their raw ma- 
terials, and 40 per cent. for their finished 
goods. Standard costs are used by 20 per 
cent. of the companies in valuing finished 
goods inventory.” 








* Price $1.00. 





“Inventory reserves are set up for the 
purpose of eliminating inventory profits or 
equalizing future profits by 22 per cent. of 
the reporting companies. Inventory losses 
are generally charged to the ‘cost of goods 
sold’ section of the profit and loss state- 


ments.” 

“The most commonly used method for 
charging materials into process was at 
monthly average cost. Of the companies 
cooperating in the study, 39 per cent. re- 
ported use of some form of average cost 
basis; 24 per cent. used actual cost of spe- 
cific lots for all or part of their raw ma- 
terials, 16 per cent. used standard costs; 
and 15 per cent. charged material costs, on 
a just-in, just-out basis.” 

“The study also revealed a continuing 
trend toward the adoption of standard cost 
systems.” 

“If federal tax regulations were to be 
revised, allowing the application of current 
or replacement costs to sales, 38 per cent. 
of the companies reporting would be in 
favor of using such a method. Greatest 
desire for such revision: is found in the 
tanning, non-ferrous metal, and paper man- 
ufacturing companies.” 


Here we have evidence of a most 
important accounting development. It 
will therefore pay every controller to 
study this pamphlet carefully. 


So-CALLED “INVENTORY PROFITS” 
ANALYZED 

Some economists, notably Professor 
Slichter of Harvard, argue that the 
fluctuations in profit produced by pres- 
ent inventory accounting methods tend 
to exaggerate the amplitude of the ups 
and downs of the business cycle. Paper 
profits in times of rising prices encour- 
age exaggerated expenditures, whereas 
paper losses in times of falling prices 
force exaggerated retrenchment. This 
is an aspect of accounting which might 
well receive careful study by The In- 
stitute. 

There is however much confusion 
of thought regarding so-called inven- 
tory gains and losses. There is no gain 
merely because the goods on hand at 
the end of the year cost more than 
similar goods on hand at the begin- 
ning of the year. Any such increase 
of the inventory figure is merely an off- 
set to an increased expenditure for 
goods not yet sold. If other things 


were equal, the increase in the asset 
“materials” would be precisely offset 
by a decrease in the asset ‘‘cash.’”” Simi- 
larly, a lower cost for the inventory 
would be offset by an increase of cash. 
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WHENCE COME INVENTORY GAINS 
AND LossEs ? 

Inventory gains and losses, if any, 
must come from changes in the selling 
price before all the goods purchased at 
the old cost are sold. Some people 
talk as if changes in selling prices oc- 
curred at precisely the same time and 
to precisely the same degree as changes 
in cost. Perhaps this is a correct as- 
sumption for some industries at some 
times, but certainly it is not a correct 
assumption for other industries at any 
time or for any industry at all times. 

The Conference Board pamphlet 
quoted above stated: ‘In determining 
sales prices, replacement or market 
cost carries heavier weight in 51 per 
cent. and actual or average cost is 
given greater weight in 49 per cent. of 
the reporting companies.’ A statement 
that a cost “is given weight” may how- 
ever mean much, little, or nothing. 
The economic forces which determine 
prices are seldom fully understood or 
weighed by the people who answer 
questionnaires of this kind. A rising 
price level is commonly merely a te- 
flection of many factors making for in- 
creased business and wider profit mar- 
gins. A falling price level on the other 
hand accompanies increasing competi- 
tion and shrinking demand. 

In some cases, purchase contracts 
may enable or force a company to con- 
tinue purchasing at the old price long 
after the selling price has changed. In 
other cases, modal prices, contracts, or 
a favorable or unfavorable position in 
the market may cause the selling price 
to remain unchanged long after the 
purchases at the old cost have been 
consumed. Furthermore, the timing 
and extent of buying are not automatic 
acts of replacement over which man- 
agement has no control, even though it 
may seem so at times, especially for 
concerns handling certain basic raw 
materials. While certain details of pur- 
chasing can be put on a semi-automatic 
basis, this should be permitted only 
under very carefully established con- 
trols. One should never lose sight of 
the fact that purchases should be made 
in anticipation of sales and controlled 
accordingly. 


The advocates of the last-in, first-out 
method claim that it tends to elimi- 
nate some of the fluctuations in profit 
from year to year. Opponents admit 
that it may at times have this effect 
but doubt the desirability of the end 
sought. They believe that whatever 
advantage this method may have on 
a rising market it more than loses on 
a falling market. Even if it is wise 
to postpone the realization of a gain, 
it is certainly dangerous to postpone 
the realization of a loss. (The post- 
ponement of a loss can of course be 
avoided if “cost” is never permitted to 
exceed “market”? but any such limita- 
tion would re-introduce the fluctua- 
tions.) Rising prices do not always 
precede falling prices nor can there be 
any assurance that the gain from the 
one will offset the loss from the other. 


RECURRENT AND NON-RECURRENT 
PROFIT 

The fact that a high profit of one 
year is not likely to be repeated every 
year does not necessarily mean that the 
high profit is any the less real. A man 
may earn a high salary one year and 
none the next. Is it correct to say that 
he earned one-half of it each year? 
No, to say that would be to hide the 
fact that he was idle half the time. A 
concern may sell three classes of mer- 
chandise, make a good profit on one, 
nothing on the second, and a loss on 
the third. Do we help matters by say- 
ing that one third of the aggregate 
profit is made on each? No, that would 
fail to direct the attention of manage- 
ment to a condition which should be 
remedied. If profit fluctuates it is 
better for controllers to force manage- 
ment to stare at the fluctuations than 
to give it a chance to hide its head in 
the sand. It is never safe to set up any 
system of accounting on the assump- 
tion that anything at all is outside of 
management’s control. 

Controllers are not on their jobs un- 
less they make every practical analysis 
of the reasons why their concerns are 
showing increasing or decreasing earn- 
ings. Non-recurrent items should 
promptly be recognized and reported 
as such. If they are of sufficient im- 
portance they should be reported sep- 
arately to the stockholders also. The 
amounts however should be figured 
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properly and not according to some 
assumed formula which lacks any real 
scientific basis. 

Of course if a man earns a big salary 
one year and nothing the next he can 
not spend all his money the first year 
and expect to have enough to live on 
the second. Similarly the extent of 
business profit during any one year 
does not measure the extent of the 
ability to pay dividends (taxes) to the 
government any more than it measures 
the extent of ability to pay dividends 
to the stockholders. 


EFFECT ON TAXES 


As it is now, one year there may be 
a good profit and the government takes 
its share in taxes. The next year there 
may be a loss and the governmental 
partner refuses to accept any share. Or 
one year there may be a high profit 
which can not be distributed and an 
excess profits tax and perhaps also an 
undistributed profits tax must be paid. 
The next year the profit is small and 
only the minimum rate of tax is paid. 
Hence concerns with fluctuating in- 
come pay a higher tax rate on their 
average earnings than concerns with 
more regular income. 

We must of course remember that a 
given amount of taxes must be col- 
lected each year and the government 
will doubtless expect to collect a cer- 
tain proportion of the total from busi- 
ness concerns. If losses were offset 
against subsequent gains, the net total 
of taxable income would be reduced 
and therefore the tax rate might have 
to be higher. The same principle ap- 
plies as in the case of local property 
taxes. When assessed valuations are 
lowered the tax rate is likely to go up. 
The principal objection to the present 
system is that the assessments are not 
equitable as between concerns with 
fluctuating and concerns with non- 
fluctuating profits. 

If government is to share in the gains 
it should also share in the losses to 
the extent of permitting them to be 
deducted from subsequent gains. In 
1933 the need for revenue was possi- 
bly a sufficient excuse for denying the 
carry forward of losses, but there is 
no valid excuse for continuing this 
denial. Also if corporation tax rates 
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are to be graduated and still higher 
rates are to be applied to so-called ex- 
cess profits or undistributed profits, 
the tax should be based not on the 
profit of a single year but on some sort 
of running average of the profits 
which would better reflect ability to 
pay. 

Yet it is not in respect to direct costs 
like raw material that the division of 
profit between years is most vulnerable 
to attack. A much greater margin of 
possible error lies in the indirect costs, 
especially the expenditures for tangi- 
ble and intangible assets of more than 
one year’s serviceability. These are 
just as much joint costs of more than 
one year’s product as the cost of raising 
a hog is a joint cost of more than one 
kind of product. There is no right or 
wrong way of dividing a joint cost. 
The division must necessarily depend 
upon the point of view. 

For example, the assumption that 
the cost of long-life tangible assets 
should be spread evenly over the life 
of the asset is a pure assumption. 
When we buy long-life assets we know 
or at least ought to know that if we 
are to get our money back it will be 
in the good years rather than the bad. 
If we know what we are doing we 
shall take that fact into consideration 
when we buy the asset. There is thus 
no logical reason why we should not 
do so when we use the asset, or ac- 
count for its use. Whether we do it 
or not will depend upon the balance 
in our minds of various pros and cons. 
Thus different people could very rea- 
sonably divide the cost differently. 

After all, why do concerns continue 
to stay in business when the profit and 
loss statement shows losses? It may 
be that the losses from continuing are 
not so large as they would be from 
liquidating. Or it may be that the 
managers want to keep jobs for them- 
selves, the employees, and the local 
community. To a large extent how- 
ever many of the losses of bad years 
could be saved if it were not for the 
need of maintaining men, machines, 
and markets for the expected return 
of better years. This is especially true 
in industries subject to recurring peri- 
ods of ups and downs. To this extent 
at least such losses are not “‘capital 
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losses” but are true costs of earning 
the subsequent profits, and such profits 
are not net until the interim losses 
have been deducted. 

The attitude of the government to- 
ward long-life intangibles such as 
goodwill is also quite unreasonable. 
Every expenditure for the purpose of 
increasing revenue is a cost. No rev- 
enues last forever and therefore no 
cost can be spread over an infinite pe- 
riod of time. The argument that good- 
will should not be written off because 
its decline in value can not be meas- 
ured or has not yet occurred is merely 
an illogical hangover from the value 
theory of profit accounting. If the 
cost of goodwill is to be recovered out 
of gross income, it must be recovered 
while the gross income is high enough 
to maintain the apparent value of the 
goodwill. It can not be recovered after 
the decline in gross income has im- 
paired the value of the goodwill. 
Higher-than-average profits for which 
a price (the cost of goodwill) has been 
paid are not net until after such price 
has been deducted. 


CONCLUSION 

The whole subject of dividing profit 
between years is ome in respect to 
which we need a great deal more light 
and common understanding. This un- 
derstanding could be accelerated if we 
could agree upon a theory as to what 
constitutes “profit” and then adjust a 
lot of our terminology so that the peo- 
ple to whom we talk could also know 
what we believe. 

The current discussion in regard to 
inventory accounting is only one phase 
of this subject. The principal objec- 
tion to the plans for smoothing profits 
between years is that they go too far 
for the purposes of management and 
the people to whom management is 
responsible, and that they do not go 
far enough for the purposes of divi- 
dends and taxation. 


Spring Conference of Controllers 
Reservations are being received now 
for the various events which will con- 
stitute the Spring Conference of the 
Controllers Institute of America, on 
April 25, at the Waldorf-Astoria Ho- 
tel. Programs will be mailed soon. 





Controllers Enthuse Over Prospect of 
Standardizing Accounting Principles 


Pledge Cooperation with Effort To Standardize Procedures So Far as That May 
Be Accomplished—One Suggests Commission, Stock Exchange and Two Insti- 
tutes Join Forces in Comprehensive Attack on Problem—Many Make Comments. 


Fe reaching results may come from 
the effort now under way to bring 
about some degree of standardization 
of principles and procedures in record- 
ing, accounting for, and reporting 
business transactions, financial condi- 
tion, and results of operations, judg- 
ing from comments made by control- 
lers on the very interesting develop- 
ments in that field during the past 
three months. 

First came an address by Honorable 
Robert E. Healy, of the Securities and 
Exchange Commission, in which he ad- 
vocated a certain degree of standardi- 
zation of accounting treatment of spe- 
cific transactions and in reporting 
thereon; then came publication of the 
booklet by Dr. Thomas H. Sanders and 
Professors Henry R. Hatfield and 
Underhill Moore, “A Statement of 
Accounting Principles’; then a con- 
ference between two members of the 
Securities and Exchange Commission 
and two heads of divisions of the Com- 
mission, with the Board of Directors 
of The Controllers Institute of Amer- 
ica, its Advisory Council, its Commit- 
tee on Cooperation with the Securities 
and Exchange Commission, and several 
other committee chairmen. 

In this conference, the cooperation 
of The Controllers Institute of Amer- 
ica was pledged to the Securities and 
Exchange Commission, and arrange- 
ments were made as to the form and 
scope of that cooperation, and the 
direction which it should take. 

When that conference was reported 
to members of The Controllers In- 
stitute of America, many favorable 
comments on this step were made; 
further, some valuable suggestions and 
offers of cooperation came from mem- 
bers. One suggestion was to the effect 
that this be made a joint undertaking, 


in which the American Institute of 
Accountants and the New York Stock 
Exchange might participate, with the 
Securities and Exchange Commission and 
The Controllers Institute of America. 

This is an undertaking to which 
The Controllers Institute of America 
will give most serious consideration, 
and to which it will lend its full 
strength along lines shortly to be de- 
veloped. 

—THE EpIrTor. 


Ina letter dated February 3, addressed 
to members of The Controllers Insti- 
tute of America, President Henry C. 
Perry made a report concerning the 
aid that is being given by The Insti- 
tute to the movement looking to stand- 
arization so far as can be accomplished, 
of accounting principles to be followed 
by business concerns. 

Mr. Perry’s letter pointed out that 
several leaders in accounting circles 
have published interesting suggestions 
along that line, and that members of 
the Securities and Exchange Commis- 
sion, in public addresses, have made 
it clear that they intend to lay down 
certain standard accounting principles, 
concerning situations with respect to 
which there is little difference of opin- 
ion, which they will expect that por- 
tion of business which is subject to the 
jurisdiction of the Commission, to fol- 
low. 

Mr. Perry reported that the direc- 
tors of The Controllers Institute of 
America, the members of its Advisory 
Council, its Committee on Cooperation 
with the Securities and Exchange Com- 
mission, and several chairmen of other 
committees had held a conference on 
January 28 with Messrs. Robert E. 
Healy and George C. Mathews of the 
Securities and Exchange Commission, 


which was attended also by Mr. Car- 
man G. Blough, chief accountant for 
the Commission, and Mr. Harold H. 
Neff, director of the Commission’s Di- 
vision of Forms and Regulations. In 
that conference the commissioners wel- 
comed the proffer of cooperation on 
the part of The Controllers Institute of 
America in this work, and indicated 
that they would later submit specific 
questions to be commented on by The 
Institute. 

Several members of The Control- 
lers Institute of America have com- 
mented on this work. One writes: 


STANDARDS WOULD SERVE AS GUIDE 


“I am in accord with the movement 
wholeheartedly, as I believe there is a 
real need for such work and that it 
will stimulate a good deal of interest 
in ironing out the controversial points 
between the members of The Institute. 
I doubt, however, if such a move- 
ment will meet with ready acceptance 
on the part of industry as a whole. 
I have in mind the uniform accounting 
methods and uniform expense classi- 
fications drawn up by the Controllers’ 
Congress of the Retail Dry Goods As- 
sociation, for the retail trade. When 
finally drawn up in its completed form, 
only a few of the large retail stores 
adopted it in its entirety. However, 
others have adopted portions of it, and 
I have found from experience that 
whenever a controversial point arose, 
the standard accounting procedure of 
the Controllers’ Congress was always 
referred to. It has become a guide 
which is invaluable to the retail trade. 

“I firmly believe that a similar pro- 
cedure on a broader scope could well 
be adopted by The Controllers Insti- 
tute. I will be glad to cooperate in 
any way I can.” 











Exp 


O 

" 
the 
deav 
The 

i | 
have 
seein 
not « 
sun, 
its m 


good. 


STAN 
3 
intere 
to sta 
to be 
recorc 
transa 
staten 
are W 
Securi 
“In 
my ve 
is one 
today 
cepted 
would 
the Se 
sion, a 
unders 
wheth« 
accom 
debate« 
“TE ] 
Institut 
countir 
speciali 
vate pr 
call on 


SUGGI 

“T hi 
terest j 
membe: 
Control 
Securiti 
along 
standar< 

“T ar 
Institute 
particul. 
uneasy 
governn 

















EXPERIENCE OF CONTROLLERS WILL 
Be HELPFUL 


Other controllers write: 


“Such work is very valuable and 
the publicity received from such en- 
deavors will benefit the members of 
The Institute greatly in the future. 

“I am very glad to know that you 
have taken such an active interest in 
seeing that The Controllers Institute 
not only has its rightful place in the 
sun, but also that the experience of 
its members may be used for general 
good.” 


STANDARDIZATION GREATLY NEEDED 

“I have read with a good deal of 
interest your circular letter in regard 
to standardizing accounting principles 
to be followed by business concerns in 
recording and accounting for business 
transactions, and in preparing financial 
statements and reports, and that you 
are working in close contact with the 
Securities and Exchange Commission. 

“In this activity you certainly have 
my very best wishes, because if there 
is one thing needed in this country 
today it is a standardization of ac- 
cepted accounting principles which 
would meet all the requirements of 
the Securities and Exchange Commis- 
sion, and at the same time be entirely 
understandable to stockholders, but 
whether this combination can ever be 
accomplished is, of course, a highly 
debated question. 

“If I can be of any assistance to The 
Institute along retail and industrial ac- 
counting lines, which have been my 
specialization in both public and pri- 
vate practice, please do not hesitate to 
call on me.” 


SUGGESTS JOINT EFFORT BE MADE 

“I have read with a great deal of in- 
terest your report of February 3 to 
members concerning the work The 
Controllers Institute is doing with the 
Securities and Exchange Commission 
along the line of development of 
standard principles of accounting. 

“I am very much in favor of The 
Institute taking an active part in this 
particular work. I have felt somewhat 
uneasy about accounting officials of 
government bodies issuing so authori- 
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tatively opinions and definitions re- 
garding accounting matters, without 
apparently obtaining the suggestions 
and cooperation of those most con- 
cerned. I refer to The Controllers In- 
stitute as representing those responsi- 
ble for the practical application of 
accounting to business affairs, and to 
such bodies as the American Institute 
of Accountants who may be said to 
represent investors and the public. 

“It seems to me that a body repre- 
senting these two groups, with the 
Securities and Exchange Commission 
and perhaps also representatives of the 
New York Stock Exchange, would be 
almost an ideal one for the develop- 
ment and promulgation of standard 
principles of accounting and reporting. 
Such principles would be bound to 
have the respect of those responsible 
for the enforcement of standard ac- 
counting practices and would wield a 
tremendous influence in forcing into 
line those individuals whose ideas re- 
garding accounting methods are not 
generally accepted. 

“There are of course numerous mat- 
ters concerning which differences of 
opinion are so great that agreement 
even among groups of this sort would 
be impossible, but there are likewise 
certain broad principles and practices 
upon which all can agree, and the 
setting up of these in an official man- 
net would be a great stride forward in 
the development of accounting prece- 
dents and practices. 

“In view of the frequent contacts of 
my company with both the Securities 
and Exchange Commission and the 
New York Stock Exchange, as well 
as with its public auditors, I am very 
much interested in this work you are 
doing. You may, therefore, count upon 
my support and cooperation, and if 
there is any way that I can be of serv- 
ice, I hope you will get in touch with 


’ 


me. 


WiLL Pay TREMENDOUS DIVIDENDS 


“I regret very much that I will be 
unable to attend the conference be- 
tween some of the Commissioners of 
the Securities and Exchange Commis- 
sion and the Board of Directors and 
Advisory Council of the Controllers 
Institute of America, and in declining 
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I am doing so with a great deal of re- 
gret because I believe that this is one 
of the most forward steps that The 
Controllers Institute of America could 
take. 

“Anything The Institute can do in 
cooperation with the various govern- 
mental bodies to simplify and stand- 
ardize practices which are being de- 
veloped today in connection with in- 
come and franchise taxation as well as 
Social Security I think will pay tre- 
mendous dividends, not only for in- 
dustry as a whole but for the govern- 
mental bodies themselves. Our com- 
pany gets the full disadvantage of the 
complex system of taxation as laid 
down by the central or federal govern- 
ment and the various subsidiary state 
and municipal governments, and sooner 
or later somebody must step in and 
show the various taxing authorities 
what should be done, otherwise the 
burden of the preparation of tax re- 
turns of various kinds will become too 
great for industry to bear. Our Social 
Security taxation is fast assuming that 
proportion. We realize of course that 
the government must be supported by 
taxes, but it does seem to me and to 
many with whom I have talked that 
many of the frills that they are asking 
for are altogether too burdensome and 
in the final analysis cost too much 
money. 

“Again may I state my regrets and 
in doing so I certainly am very envi- 
ous of those members of the Board of 
Directors and Advisory Council who 
reside very close to New York, for 
certainly a conference of this kind will 
turn out to be a very meaty one.” 


INSTITUTE SHOULD BE OF MATERIAL 
ASSISTANCE 


“I am heartily in accord with The 
Institute’s working with that Com- 
mission toward the adoption of stand- 
ardized accounting principles. 

“Having a membership such as our 
organization, The Institute is in a posi- 
tion to cover all fields of commercial 
activities which should be of material 
assistance to the Commission. 

“Please feel free to call upon me for 
any information that may be desired in 
connection with the brewing industry.” 
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Giap To Norte PROGRESS 


“I am glad to note from your letter 
of February 3 that progress is being 
made in the standardization of ac- 
counting principles and the preparation 
of financial statements. 

“I take it that there will have to be 
reasonable allowances made for condi- 
tions peculiar to certain industries. In 
this connection it occurs to me to sug- 
gest that contacts be made with trade 
associations to determine whether or 
not uniform accounting systems have 
already been worked out and are in 
use, possibly as the result of the old 
NRA or other efforts to determine 
fair costs upon which to base selling 
prices.” 


CONSTRUCTIVE WORK 

‘I was very much interested in your 
letter of February 3, addressed to all 
members of The Institute. 

“Our company is a registered hold- 
ing company and has sold an issue of 
registered bonds. One of our sub- 
sidiaries also has outstanding an issue 
of registered bonds. We have, as a 
result, had considerable experience 
with the Securities and Exchange Com- 
mission. I think it is particularly im- 
portant before The Institute is com- 
mitted in any way as to accounting 
practice, that recommendations or ten- 
tative agreements be submitted to mem- 
bers. I would very much appreciate 
knowing the type of clarification which 
has been discussed. I also believe that 
this is a constructive thing that the 
Controllers Institute is attempting, and 
that some good may be accomplished. 
If I can assist in any way, please com- 
municate with me. 

President Henry C. Perry, of The 
Controllers Institute of America, re- 
plying to many of the comments, said: 


WouLp INTRODUCE PRACTICAL 
PHILOSOPHY 

“It certainly is my purpose, and I] 
am sure the purpose of our Committee 
now working with the SEC, to work 
out if possible simplification of the 
reports now required by that govern- 
mental unit. It is the feeling of the 
National Board that up to date there 
has not been a sufficient amount of 
practical philosophy introduced into 
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the regulations, and for that reason we 
welcomed the opportunity to be of 
service to the Commission. 

“Mr. Seybold of Westinghouse is 
chairman of this Committee, and he is 
having another meeting with the mem- 
bers of the Commission next Wednes- 
day. I feel sure that The Institute has 
a real chance for service in this con- 
nection and the results over a period 
should be successful, since our work 
will follow entirely the viewpoint of 
the controller in industry who must 
necessarily deal with these and other 
governmental reports. I appreciate 
having your views on the subject.” 


INSTITUTE Has OPPORTUNITY 


“I look forward with considerable 
interest and encouragement to the op- 
portunity which lies before The In- 
stitute to develop some practical ac- 
counting views in the regulations 
issued by the Commission. Mr. Sey- 
bold of Westinghouse, who heads our 
Committee on Cooperation with the 
SEC, is most actively following up our 
initial meeting and as we proceed in 
this work the membership will be kept 
completely informed.” 


“The opportunity now before The 
Institute to be of service to the Securi- 
ties and Exchange Commission is one 
upon which the National Board is 
most anxious to capitalize. Mr. Sey- 
bold, who heads our Committee on 
Cooperation with the SEC, intends to 
follow up the results flowing from 
our initial meeting and is having a 
conference with representatives of the 
American Institute of Accountants on 
the subject in New York next Wednes- 
day. I feel quite confident that as a 
result of these efforts we will be in a 
position to introduce the practical 
views of controllers and at the same 
time work in a cooperative spirit with 
other organizations like the American 
Institute of Accountants, which have 
already done some pioneering work 
in this field.” 


Seventh Annual Meeting, Control- 
lers Institute of America—Se ptember 
26 and 27, 1938, at Waldorf-Astoria 
Hotel, New York City. 


Some Difficult Angles of Unem- 
ployment Insurance 


A committee has been appointed by 
President Roy S. Holden, of the Chi- 
cago Control, to study the provisions 
of the unemployment compensation in- 
surance regulations under the Illinois 
act. The committee, at its first meeting, 
decided to sound out the membership 
of the Chicago Control in Illinois with 
respect to the regulations which are 
now being formulated. A report was 
made by the committee at a meeting of 
the Chicago Control on February 15. 
The Control wishes to be of what as- 
sistance it can to the State Commission 
having in charge administration of this 
Act. 

A questionnaire addressed to mem- 
bers of the Chicago Control, in IIli- 
nois, read as follows: 


Questionnaire on Illinois 
Unemployment Law Problems 


1. Is the nature of your business such that 
separation reporting is preferable to 
quarterly reporting of employees’ earn- 


2. Would you prefer a quarterly earnings 
report if the State will accept a carbon 
copy of the report made to the federal 
government for Old Age insurance? 
If you think that separation reports are 
preferable, do you believe that the 
qualification for “stable” employers 
should be more liberal than a 20 per 
cent. separation rate advanced by the 
majority report of the Official Advisory 


ww 


4. Do you think that the separation report 
should be a major factor in determining 


6. Do you think that benefits should be 
paid to partially unemployed persons 
without application for benefits by the 
employee?...... 

7. Do you think the State should regularly 
report to the employer the amounts 
paid out to his partially or fully unem- 
ployed workers?...... 

8. Should this be at regular, i.e. monthly, 
periods?.......... Or as paid to indi- 


9. What specific problems do you think 
are most important for study and con- 
sideration by the Controllers Institute 
Committee ? 

10. Do you think a standing committee 
should be appointed to study this prob- 
lem currently and report monthly to 


12. In how many states is your company 
subject to unemployment laws and 
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What Suggestions Would Business 


Make on Comptroller-General? 


Controllers Institute Refrains From Making Proposals or Comments on Question That 
Has Become Political Issue—Difficult To Compare Controllership Procedures In Busi- 
ness With Those of Government Officer—Statement by President HENRY C. PERRY. 


HE statement that follows was re- 

leased to the newspapers by MR. 

HENRY C. Perry, President of THE 

CONTROLLERS INSTITUTE OF AMERICA, 
on March 19. It is self explanatory 
—THE Epiror. 


No formal expression of opinion 
has been given by The Controllers 
Institute of America concerning the 
proposal to abolish the office of comp- 
troller-general of the United States, 
and to place the functions of that ofh- 
cer under the jurisdiction of the Di- 
rector of the Budget, who in turn 
would be directly responsible to the 
President with powers and responsi- 
bilities much greater than the Director 
now has. 

The Institute has refrained from tak- 
ing a formal position before Congress 
because this matter, while normally an 
economic and business subject, has be- 
come primarily a political question and 
it is the policy of The Institute to re- 
frain from attempting to influence leg- 
islation and from engaging in political 
activities, even remotely. To do so 
would be a serious departure from the 
technical and educational program in 
which The Institute is engaged. 

Further, controllership as a govern- 
mental function and controllership as 
a business function are far apart in 
details of operation, even though the 
underlying principles of both are iden- 
tical. Controllers of business concerns, 
therefore, are loath to inject their 
views as a body into this discussion. 


VANDENBERG ASKS CONTROLLERS’ 
SUGGESTIONS 

Many members of The Institute have 

been asked by Senator Arthur H. Van- 

denberg of Michigan to express their 

views as to the proposed change, and 





have done so, but theirs are individual 
views and opinions, not those of The 
Institute. 

Many of those who have commented 
on the proposed change have at- 
tempted to compare business proce- 
dures with the procedures followed by 
the Government in handling its affairs. 
The procedures are so far apart as to 
make comparisons difficult. 

The point at issue seems to be, to 
whom should the controller be respon- 
sible? Even in business, two answers 
if not more, are given to this question. 

Should the controller be answerable 
to the operating head of a business, 
such as the Chairman of the Board of 
Directors, or the President, or the Gen- 
eral Manager? Or to the real owners 
of the business, the share holders or 
their representatives, the Board of Di- 
rectors ? 

Business practice today differs on 
that point. Many members of The Con- 
trollers Institute of America are re- 
sponsible directly to the Board of Di- 
rectors of their companies, which puts 
them on a plane equal to that of the 
operating heads of their businesses. 
Many other controllers are responsible 
to some other officers of their com- 
panies, usually the Presidents or Chair- 
men of Boards. This is an entirely dif- 
ferent status. Some are responsible 
both to the Board of Directors and to 
the operating head. This seems to be 
a practice that is rapidly coming into 
quite general use. 


BusINEss GIVES THREE ANSWERS TO 
QUESTION 

So business itself brings at least two 

different answers to the question, and 

a third answer which might be called 

a combination procedure and, there- 

fore, is not in a position to make an 


unequivocal recommendation to Con- 
gress to aid it in legislating on this 
question. Many controllers probably 
would suggest that the comptroller- 
general be responsible both to Congress 
and to the Executive, and that he be 
removable only by Congress, if at all, 
or serve out a definite term such as the 
fifteen-year term now prevailing. 

The controller in business is a fact- 
finding officer, an analyst and inter- 
preter of business transactions and of 
the progress of the business; he has 
charge of the accounts, of the audits, 
of the making of budgets, of statistics, 
among other duties. He is the right 
arm of management. His is a dual 
function; first, he assists management 
by preparing the budget and by mak- 
ing accurate information quickly and 
currently available, so that trends may 
be quickly noted and policies formu- 
lated or altered; second, he prepares 
analyses, audits and reports—material 
which the real owners of a business, 
the share holders and Board of Di- 
rectors, may wish to have from a source 
other than the operating heads. Thus, 
he owes a dual allegiance to the op- 
erating heads and to the owners. 


BELIEVE IN PRE-AUDITS 


This much can be said definitely to 
Congress by controllers: they them- 
selves are accustomed to making pre- 
audits of all expenditures and they be- 
lieve as a whole that the Government 
should insist on that as a fundamental 
precautionary measure. The machinery 
is a matter of detail. 

Business operations begin with the 
making of a budget. In Government, 
that procedure is surrounded and in- 
fluenced largely by political consider- 
ations, such as the selecting of oper- 
ations to be carried on, and to what 
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extent; in business only efficiency of 
operation and the making of a profit 
are considered, in the light of financ- 
ing that is definitely available. 

In business the controller is respon- 
sible for at least the preliminary draft 
of the budget; the comptroller-general 
on the other hand, has little or no part 
in the making of the budget of the 
Government. For him, the appropri- 
ations made by Congress constitute the 
budget, and his function is to see to it 
that expenditures do not exceed ap- 
propriations and that funds are ex- 
pended only for the purposes desig- 
nated by law. The comptroller-general 
can best do that, and before expendi- 
tures are made. 

If business were to voice its views, 
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entirely aside from political consider- 
ations, they probably would be to the 
effect that the comptroller-general 
should be responsible both to Con- 
gress and to the Executive; should be 
either irremovable, as under the pres- 
ent plan, or removable only by Con- 
gress. He should definitely have the 
function of pre-auditing expenditures ; 
and should report frequently to Con- 
gress as to “the state of the business.” 


“TAXES AND AMERICAN 
PROGRESS” 


“Taxes and American Progress’’ is 
the title of a booklet published by the 
Machinery and Allied Products Insti- 
tute, of 221 North La Salle Street, 


Chicago. It is a reprint of a state- 
ment made by William J. Kelly, its 
president, before the Senate Finance 
Committee. In part, it reads: 

“The constructive attitude of your 
Committee is well known. We ap- 
plaud it for we know your purpose is 
to deal realistically with the important 
problems involved. If the Congress 
takes full advantage of its opportunity 
it will lead the country on a course of 
encouragement and hope which will 
enable business to renewed advance 
upon our great economic frontiers. It 
will declare against erroneous theories 
of over-production and over-savings 
which have been and are now stulti- 
fying our national policies and dras- 
tically impeding progress.” 


Form SS-la Makes Appearance: To Be Filed April 30 


Form SS-1a has now made its ap- 
pearance and may be had from collectors 
of internal revenue. This is the form 
which it is hoped will simplify report- 
ing and payment of the tax on wages, 
for old age benefits. It is on a quarterly 
basis. 

The form covers wages actually 
paid, up to $3,000. The return must 
be made quarterly, and the tax paid at 
the time of filing the return. The first 


Form SS-la 
TREASURY DEPARTMENT 
INTERNAL REVENUE SERVICE 


return will be due on or before April 
30, for the first quarter of the current 
calendar year. 

The form permits listing the names 
and account numbers of employees on 
a sheet, with a column for ‘Taxable 
Wages Paid,” the separation date if 
any, and a column in which to show 
the state in which the employee works, 
if it is outside the state of the em- 
ployer’s principal place of business. 

EMPLOYER’S TAX RETURN 
UNDER TITLE VIII OF SOCIAL SECURITY ACT 


The list may be carried over on ad- 
ditional sheets, which are not attached 
to Form SS-1a. The additional sheets 
are designated as Form SS-1b. 

The computation section of Form 
SS-1a is reproduced here. This is the 
form to which controllers have been 
looking forward in the hope that it 
will make less cumbersome than the 
individual slips, the making of reports, 
and the computation of the tax. 

For Quarter Year Ended 











1. Number of TAXABLE employees (from Item BD), Seatsracisscetodacibcctustseosssaaiel 11. I swear (or affirm) that I have examined this return, that it is made 


in good faith, and that to the best of my knowledge and belief all 














2. Total taxable wages PAID (from Item 22)............ Psa sacleaoadeasceasayvenceayes entries made herein, and contained in each schedule or statement 
- — Ss attached and made a part hereof, are true, correct, and complete, 

EMPLOYER’S TAX and in accordance with the law and regulations applicable hereto. 

Te eo a ce Ss cpnsegiaseasesviveates vices 

4. Credit or adjustment.............. Sosrecrsvssonesernscssnsseen alates CStOneM) o.cccicicinssscssecn acaba ee Ee 

(Must be explained. See instructions) | 

ef AEA PTITDH VEL SEAR scnscscsseisexsesancssonscissenessesecsssvenisbaiepnsses DF screxeotpunsetitpecsrccmnisons Fg) NE cam BLES oat 
EMPLOYEE’S TAX (Owner, president, partner, member, etc. —See instructions) 

Se be Aare: Oe: Ec i ee Dy sack scecapssaceavecerinsseatonse Sworn to and subscribed before me this day of , 195... 

7. Credit or adjustment.............. _ ee ee” reese 








(Must be explained. See instructions) 
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a PRAGIEV.:<ciescece $ 
10. Enter in this space employer’s name, address of principal place Interest............ Bedi secivcaesseatacnees 
of business, and identification number. 
Ce | aOR | eee pa CER. 











isserteentee I iisschecsconsencioiarnapmenan 
— jsndocler Spesbasctanray ase tassSentcsessdeds CASHIER’S STAMP 
12. -_ (Do not use this space for seal) 
ended 





Taxpayer will NOT use this space 
MPotal taxis $ 
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In What Respects Should Social Security 
Act Be Amended? 


Provision Calling For Setting Up of Huge Reserve Has Come in For Heaviest 
Criticism—Suggestion Made By One Commentator That Reserve Be Limited to 
Five to Ten Billion and That It Be Invested Partly in Industrial Securities. 


HE article that follows is by a 

member of The Controllers Insti- 
tute of America who prefers to remain 
anonymous. He is in close touch with 
the studies that have been and are 
being made by the Advisory Council 
of the Social Security Board, prepara- 
tory to making suggestions for Amend- 
ment of the Social Security Act. He 
suggests that a definite limit be put 
in due course on the reserve fund now 
called for by the Act, and that it be 
invested, in part at least, in industrial 
and securities of other business con- 
cerns, to relieve the government of the 
necessity of paying the 3 per cent. in- 
terest required by the Act. The ad- 
vantages and disadvantages of such a 
change are discussed. 

This is a worth while presentation 
by one who has made a detailed study 
of the Act, of the broader aspects of 
the problem. 

—THE EpITor. 


We shall confine this discussion to 
the Titles I, II, VIII and IX, of the 
Social Security Act. It may not be 
generally realized that there are eleven 
types of social security provisions in 
the act. You will be most interested 
in Titles II, VIII, and IX. These 
are the sections which concern us as 
business executives. 

Title I, as you know, provides aid 
to the needy aged through Federal 
grants, to be matched by State grants, 
to a maximum of $30 per individual. 
It has interest for us chiefly in that it 
involves the so-called ‘‘means”’ test as 
distinguished from the benefits to be 
paid under Title II, which are earned 
benefits paid as a matter of right. Un- 
less there is coordination in the ad- 
ministration of these two titles, it is 
obvious that there will be duplication 





and possible fraud. Today, under Title 
I, benefits are paid only after the an- 
nuitant has submitted to the ‘“‘means”’ 
test. Under Title II the benefit is re- 
ceived as a matter of right, and it 
would make no difference whether the 
annuitant had no means, or had an 
income of ten thousand dollars a year 
—he could legally, and with propriety, 
receive monthly benefits, and it is 
likely that he would take them. Any 
liberalization of Title II in the direc- 
tion of earlier, or increased, benefits 
would increase the number of bene- 
ficiaries and the amount of benefits to 
be paid, because it would have the 
effect of transferring annuitants from 
Title I, which includes only survivors 
of the ‘‘means’” test, to Title II, which 
requires no such test. Of course if 
we could apply the ‘‘means’’ test not 
only to Title I, but to Title II, so that 
the man of ample means would receive 
no benefits under Title II, it would 
keep down the cost substantially. 
There the question of justice and of 
equity comes into the picture. 


ARE ACT’S PROVISIONS FAIR? 


The following example illustrates 
one of the principal problems: 


John Doe, in 1940, submits himself 
to the State Old Age Agency for ex- 
amination as to his means. Having 
passed the customary social tests as 
they are now constituted, he received, 
let us say, $30 per month. 

Richard Roe, his neighbor, who has 
been employed with reasonable regu- 
larity, accumulates a total earning dur- 
ing the two-year period of, let us say, 
$3,000. He is now in 1942, sixty- 
five, and is retired. Under Title II, 
he will receive $15 per month. 

His neighbor, John Doe, has been 
under relief or old age assistance for 


three or five years, or more, and he 
contributed nothing. He received $30 
per month, while as a matter of right 
Richard Roe receives only one-half 
that amount. 


Will this have a tendency to create 
dissatisfaction, and a sense of unfair- 
ness in the act? Some of the executives 
in social work in a number of states 
have said that it would not, that the 
majority of old people would, in their 
Opinion, rejoice in the smaller amount 
which was theirs as of right, and 
which freed them from the necessity 
of submitting to the “means” test. 
Others think it will be a source of diffi- 
culty. 

There is a school of thought which 
holds that the experience of the Eng- 
lish system should be applied here in 
the United States, namely that of pay- 
ing a flat benefit, irrespective of con- 
tributions, instead of the graduated 
scale of benefits under the present act 
which is dependent upon the amount 
of contribution and the amount of 
wages earned before age 65. In Eng- 
land, under their present system, the 
benefit is equivalent to $11 per month 
for all annuitants, with $11 additional 
if the annuitant has a wife 65 years old 
or more. If this plan were adopted, 
and there is a great deal to commend 
it, it would mean necessarily that the 
monthly benefits would have to be 
substantially lower over the entire pe- 
riod and there would be no direct re- 
lationship between benefits paid and 
contributions made by employer and 
employee. Consequently the younger 
people, now coming in under the act 
would be paying a much heavier bur- 
den than they pay at present to furnish 
the funds with which to pay the older 
annuitants, and would receive substan- 





102 


tially less when they become annui- 
tants. 


IF FixeD BENEFIT WERE ADOPTED 

Following the English system, let us 
study a radical modification of Title 
II, under which all individuals quali- 
fying for monthly benefits would be 
given a level monthly benefit of $25. 
At the present rate of contributions by 
employer and employee, this would pro- 
duce a reserve in 1980 of considerably 
more than 47 billion dollars. Under 
this plan there would be no longer any 
necessity for the detailed wage record, 
which might have a marked effect 
upon the cost of administration. The 
total benefit payments under this plan 
would be larger in the earlier years 
and appreciably smaller later on. Thus 
the reserve is substantially reduced in 
the earlier years and is larger in the 
later years. 

In my opinion it is unlikely that this 
plan would have any popularity in the 
United States. The American idea is 
that the employee contributes to the 
fund and to the extent that he has 
contributed he should be entitled as of 
right to reasonably proportionate bene- 
fits. 

One more point in connection with 
Title I. If an annuitant under Title 
II receives a minimum benefit of $10 
or perhaps $15 per month, and he has 
no other means of support, obviously 
that is not enough to maintain him. 
Upon application by him for help 
under Title I, it would be necessary 
for the examining board to supple- 
ment the benefit, accorded to him as of 
right, with old age assistance, so that 
the total payment to him would af- 
ford at least a miniinum upon which 
he could subsist. This means as I have 
said before, complete coordination be- 
tween state and federal agencies and 
newly created state branches of the 
Social Security Board, in order to avoid 
excessive payments and possible fraud. 


WouLp Not DisturB SCALE OF 
BENEFITS 
It is my opinion that as a practical 
matter the “‘means’’ test as provided 
in Title I, for old age assistance, 
should be continued. I have been in- 


formed by the heads of state social 
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agencies in a number of states that the 
so-called ‘‘means’’ test when properly 
administered by intelligent and sym- 
pathetic employees of the local security 
boards is not the ordeal that is gen- 
erally associated with applications for 
relief. I believe moreover that no rad- 
ical changes should be made in the 
basic rates now set up in the law under 
Title II and until at least three to five 
years’ experience shall have been accu- 
mulated. The act itself and the wide 
publicity that has been given to it has 
in a sense committed the government 
to a scale of graduated benefits which 
should not be disturbed materially un- 
til experience justifies a change. Mean- 
while, within three to five years, we 
shall have accumulated a vast amount 
of data which can be used to study 
desirable changes in both the benefit 
and the rate structure, long before any 
heavy reserves are created. This it 
seems to me is the only sensible pro- 
cedure to be followed by the Social 
Security Board, the Advisory Council 
of that Board, and the Congress. 

And now we come to Title VIII, 
which deals with payroll taxes on em- 
ployer and employee to pay benefits 
under Title II. The magnitude of the 
problem may be illustrated by esti- 
mates of the ultimate number of em- 
ployee accounts. They are expected to 
reach a total of forty to fifty million 
account numbers. According to the 
estimates, Title II will cover 294,000 
Smiths, 227,000 Johnsons, 165,000 
Browns, 156,000 Williams, 147,000 
Jones, 137,000 Millers, to say nothing 
about Cohens and Kellys. 

Title VIII provides for an income 
tax on employees of 1 per cent. of 
wages for the first three years, and ad- 
vances in rate 14 of 1 per cent. for 
each succeeding three years to a maxi- 
mum of 3 per cent. after 1948; and an 
excise tax on employers of like per- 
centage of payroll. 


ENORMOUS SUM CONSTITUTES 
PRINCIPAL PROBLEM 

The enormous sum of money to be 
collected for the financing of old age 
benefits is the transcendent problem of 
the Social Security Act. The contem- 
plation of an ultimate reserve fund of 
45 to 50 billions of dollars, substan- 





tially in excess of the present entire 
national debt, is staggering. An an- 
nual income of 1)/ to 2 billion dollars 
per year is expected to come into the 
reserve when the plan is in force, and 
it will be increased by regular incre- 
ments of interest earned at 3 per cent. 
Under the law the Treasury is in- 
structed to invest these large sums of 
money in government obligations, or 
obligations guaranteed wholly by the 
government. It may be said that the 
disposition of the reserves to be ac- 
cumulated under Title VIII has had 
more public discussion than any other 
single section of the act. 

The magnitude of the operation may 
at first glance seem appalling, yet it 
must be remembered that it is esti- 
mated that the reserve does not reach 
10 billion dollars until after 1947, and 
that within those ten years we shall 
have accumulated a vast amount of ex- 
perience which may lead to desirable 
revisions of the act. The civil service 
retirement act has been changed no 
less than thirty-six times in its sixteen 
years of operation and it is not unrea- 
sonable to expect modifications of this 
act. Moreover, the twenty-three as- 
sumptions underlying the original esti- 
mates of the cost of Title II prepared 
by the Committee on Economic Secu- 
rity are, because of absence of sufficient 
factual data, subject to so many influ- 
ences that cannot be accurately fore- 
told that the figures should be used 
rather as yardsticks for comparing one 
plan of benefits with another, than as 
absolute estimates for long periods in 
the future. 

For example, of the total gainful 
workers, taken from the figures of the 
1930 census, the groups intended to 
be covered by the act will be only 
approximately 56.3 per cent., chiefly 
because of difficulties in administra- 
tion. Of the 43.7 per cent. not cov- 
ered, which include principally public 
service employees, agricultural wage 
workers, self-employed farmers and 
family workers, and those self-em- 
ployed in the non-agricultural indus- 
tries, an unpredictable number may 
from year to year engage temporarily 
in covered employments, and when 
they have accumulated a total earning 

(Please turn to page 106) 




















The Controller, April, 1938 











ONE THOUSAND MEMBERS; 
ANOTHER MILESTONE SOON To BE PASSED 
BY CONTROLLERS INSTITUTE 


By HENRY C. PERRY 
President, Controllers Institute of America 


HE 1,000 mark in membership will be passed this month by The 

Controllers Institute of America. When the Board of Directors 
meets, late in the month, to take action on pending applications for mem- 
bership, some one in the group of controllers who will be elected to mem- 
bership at that time will become the one thousandth member. The 
sequence in which applications for membership are received will deter- 
mine which applicant will become member number one thousand. 


Reaching this point in membership will set a landmark of consider- 
able importance in the history of the organization. It has taken approxi- 
mately six and one half years of slow, steady, growth to bring The Insti- 
tute to this point—mute testimony to the care with which members are 
chosen, and to the fidelity with which the organization adhers to its stand- 
ards of eligibility. It is in truth a quality organization. 


To the vision of the original group of thirty men who founded The In- 
stitute, to the courage and enthusiasm of those who rallied quickly to the 
organization, and to the helpfulness and loyalty of controllers who later 
identified themselves with this body of technicians, are due the strength 
and prestige of The Institute of today. Their faith in the ideals on which 
The Institute was founded, and their belief in the technical and profes- 
sional possibilities inherent in such an organization, have contributed 
greatly to its growth and accomplishments. 


When Mr. Frank J. Carr, first President of The Institute, addressed the 
first meeting of its members, in January, 1932, he said that some day the 
organization might number one thousand members. He made no at- 
tempt to forecast when that would be. 


Formation of The Controllers Institute of America marked the real 
beginning of controllership, as a calling. ‘That was a little more than six 
years ago. Today, members of The Institute look back on a period of re- 
markable accomplishment; they note the widespread recognition now 
given to controllership and the high regard in which The Institute, the 
guardian and mouthpiece of controllership, is held; and look forward to 
still greater accomplishments, and to continued growth and usefulness. 
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Brief Items from Here 


and There of Int 





How One Controller's Status 
and Duties are Defined 


The duties of one controller, of a man- 
ufacturing concern, are set forth concisely 
in the “Standard Practice Bulletin” of his 
company. In his case he is responsible for 
customer’s credits, a condition that is 
found in an increasing number of com- 
panies, The phrase, “Determining factor 
of major entries” is interesting. 

The section of the “Standard Practice 
Bulletin” covering this controller’s duties 
reads: 

CONTROLLER 


The Controller is appointed by the 
Board of Directors. The office of Con- 
troller is not provided in the charter or 
by-laws, except that the Board may ap- 
point such other officers as they deem 
necessary. He will hold office until the 
Appointment is rescinded or his successor 
is qualified. 

He is responsible to the General Man- 
ager. In the absence of the General Man- 
ager he shall be responsible to the Presi- 
dent. 

In the absence of the General Manager 
the Controller will act in his stead, and 
matters requiring the attention of the 
General Manager will be referred to him 
for disposition. 

The Controller will be responsible, 
either directly or through employees des- 
ignated by him, for the following: 


1. Maintenance of adequate and proper 
accounting records. 

2. Design and maintenance of proper 
system of internal accounting control 
for handling of cash and other ac- 
counts pertaining thereto. 

3. Approval for clerical accuracy of dis- 
bursements. 

4. Monthly reconcilement of bank ac- 
counts and imprest cash funds. 

5. Accounting for Federal and State rev- 
enue stamps through periodic check 
and reconcilement. 

6. Preparation of periodic accounting 
and statistical reports. 

7. Control of costs of operation without 
loss of efficiency. 

8. Control of disbursements. 

9. Determining factor of major entries. 

10. Control of customers’ credits. 
11. Adjustment of customers’ accounts. 


H. E. Holt Vice-Chairman 
of Membership Committee 


President Roy S. Holden of the Chi- 
cago Control has appointed Mr. Herbert 
E. Holt, controller of the Palmer House, 
Chicago, as vice-chairman of the Mem- 
bership Committee of the Chicago Con- 
trol. 





USEFUL AND HIGHLY 
RESPECTED ORGANIZATION 
“I have watched the develop- 

ment of THE CONTROLLERS IN- 
STITUTE OF AMERICA from its 
earliest days; and it has been an 
immense satisfaction to see this 
group come steadily forward as a 
| useful and highly respected or- 
| ganization in the business world. 
I have appreciated more than I 
can easily say being an honorary 
member of The Institute.’—Ex- 
cerpt from letter written by Hon- 
orable A. A. BERLE, JR., assistant 
secretary of State. MR. BERLE is 
the only honorary member of The 
Institute. 











New Trends in Form of 
Companies’ Annual Reports 


A member of The Controllers Institute 
of America, in transmitting to The In- 
stitute a copy of the 1937 annual report 
of his company, said that he felt that The 
Institute should have in its files copies of 
as many annual reports of companies as 
can be obtained and suggested that an 
analysis be made by a committee of The 
Institute of the various annual reports 
each year, and the results of the analysis 
published under some such title as 
“Trends in Annual Reports.” 

This controller suggested that such an 
article might deal with such items as 
whether more or less statistical informa- 
tion is being given to stockholders; the 
increased attention given to employees’ 
relations; the use of even dollars (elimi- 
nating cents) by several companies; the 
showing of comparative income and bal- 
ance sheet figures for the current year and 
the preceding year; the addressing of some 
reports such as that of the Caterpillar 
Tractor Company to “Stockholders and 
Employees”; and the issuance of special 
annual reports for employees, reducing 
everything to a “per employee basis.” 
Many of these innovations have been in- 
troduced this year. : 

This controller notes that during re- 
cent years there has been a trend to- 
ward reports of smaller size in the oil 
industry. He notes also that some com- 
panies are now having their advertising 
agencies assist in preparing their annual 


reports. The president of one large ad- 
vertising agency recently stated that he 
had personally worked on more than 
thirty annual reports of large companies 
this year. 

This controller suggested further that 
The Institute arrange an exhibit includ- 
ing several hundred annual reports each 
year, divided into industries. He felt that 
controllers would like to spend time 
studying such an exhibit. 


Social Security Account Numbers 
Total 37,781,710 


Applications for social security account 
numbers received by the Social Security 
Board at the end of February amounted to 
37,781,710, the Board announced on 
March 15. 

Payment of claims for lump sums un- 
der the old-age insurance plan of the 
Social Security Act reached an average of 
$34.69 in February. During the month 
the Bureau of Old-Age Insurance certified 
for payment 16,294 claims, bringing the 
total number of claims certified to 93,069. 

The total number of claims certified by 
the end of February amounted to $2,588,- 
366.57. Claims certified in February 
amounted to $565,159. 


Tax Handling of Additional 
Compensation for Officer 


Additional compensation paid to an 
officer of a corporation for services per- 
formed in prior years must be deducted 
in the year of payment, unless there was 
a legal obligation to pay it in prior years, 
according to a decision handed down by 
the United States Circuit Court of Ap- 
peals, Sixth Circuit, in the case of the 
American Snuff Company against the 
Commissioner. 


Payments of Benefits Delayed 
by Lack of Wage Reports 


A complete clean-up of the 5,000 claims 
on which benefit payments had been de- 
layed for a variety of reasons has been 
made by the Massachusetts Unemploy- 
ment Compensation Commission, Secre- 
tary L. P. Harrington announced. Of a 
total of 155,000 claims for benefits which 
were received by the Unemployment Com- 
pensation Commission during the first 
three weeks of registration, only these 
5,000 remained to be cleared through the 
procedure established by the Commission, 
by mid-March. 

Delay in payment of these claims, it 
was explained, was due in part to fail- 
ure of employers to make reports of wage 
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earnings of employees. Wrong social 
security account numbers also caused de- 
lays. 


Some Employees Discovered with 
Several Social Security Numbers 


Administrators of unemployment com- 
pensation in various states have uncovered 
some curious situations. Some employees 
have been found who have two, three, 
and four social security account numbers. 

Clerical errors, both by the employee 
and by clerks of various commissions, are 
frequent and usually result in delays in 
handling benefits. 

In some instances in the south, the 
possessor of a social security account 
card has been known to rent it out for 
a few cents a day to some one who needs 
a card in order to obtain temporary em- 
ployment. 


Subjects Uppermost in 
Minds of Controllers 


The Pittsburgh Control of The Con- 
trollers Institute of America, recently 
asked its members to itidicate what sub- 
jects they would like to discuss in a 
round table meeting. These subjects 
were chosen: 


1. The O’Mahoney-Borah licensing bill. 
(Senate 3072.) 

2. The Controllers Institute’s Commit- 
tee on Cooperation with the Securities and 
Exchange Commission has interesting sub- 
jects under discussion with the Securities 
and Exchange Commission. 

3. Problems of companies making re- 
ports under the Vinson Act. 

4. Use of standards for control of plant 
operations and extent to which such 
standards should be tied in with general 
accounting and inventory valuations. 

5. Straight line vs. production method 
of depreciation. 

6. Should general office be maintained 
at location of principal plant or in city? 
If in city, to what extent should account- 
ing be centralized at general office? 

7. What should be the policy of con- 
trollers in replying to the various ques- 
tionnaires being received with the view 
of combatting surplus taxes, and the like? 

8. How are the profits on sale of treas- 
ury stock to be handled? 


Any comments that a controller may 
wish to make on one or more of the sub- 
jects listed will be welcomed by the 
editor. 


S E C To Supervise Fees Paid 
in Reorganizations 
The Securities and Exchange Commis- 


sion afinounced on March 2, 1938, the 
adoption of Rule 11F-2 under the Hold- 








DATES FOR SEVENTH 
ANNUAL MEETING 
SEPTEMBER 26, 27, 1938 


The Seventh Annual Meeting | 
of The Controllers Institute of 
America will be held September 
26 and 27, 1938, at the Waldorf- 
Astoria Hotel, New York City. 

These dates are one week | 
earlier than had previously been | 
fixed. The change was decided 
on by the Board of Directors of 
The Institute because of a con- 
flict of dates with other meet- 
ings. 

Members of The Institute are 
asked to note carefully the new 
dates, so that arrangements may 
be made early to attend. 
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ing Company Act to provide for super- 
vision by the Commission of the amount 
of fees paid in connection with reorgan- 
ization proceedings for registered holding 
companies or their subsidiaries. 

The new rule requires the filing of an 
application with the Commission for ap- 
proval of the maximum amount of any 
such fees, and outlines the information to 
be set forth in such application. 

The exceptions to the rule make Com- 
mission approval unnecessary in the case, 
among others, of payments to a special 
master or referee, and with respect to 
payments of $5,000 or less to one person 
or group of associated persons. The larger 
amount may be fixed by the Commission 
with respect to any particular proceed- 
ing. 

The rule was made effective as of 
March 15, 1938. 


New Director Named for Bureau 
of Old Age Insurance 


The Social Security Board announced 
on March 1, 1938, the designation of John 
J. Corson as acting director of the Bureau 
of Old-Age Insurance, effective immedi- 
ately. Mr. Corson, who since the estab- 
lishment of the Board had been assistant 
executive director, succeeded LeRoy 
Hodges, resigned. Mr. Hodges is now 
comptroller of the State of Virginia. 

Mr. Corson will be responsible for 
prompt certification of old-age insurance 
claims and for handling of accounts of 


wage earners participating in the old- 
age insurance program of the Social Se- 
curity Act. 


Public Accountants Discuss 
Form of Certificates 


Members of the New York State So- 
ciety of Certified Public Accountants dis- 
cussed “The Accountant’s Certificate” in 
a meeting held March 21 at the Waldorf- 
Astoria Hotel. Mr. James H. Wrenn, 
author of ‘Accountants’ Certificates,” 
which was reviewed in ‘The Controller” 
in the issue of May, 1937, presided over 
the meeting. Mr. Roy A. Foulke opened 
the discussion. He is Manager of the 
Analytical Report Department of Dun & 
Bradstreet. 


Conference on Municipal 
Accounting and Financing 


A conference on municipal accounting 
and financing was held in Chicago on 
March 28 and 29. 


New York Regional Administrator 
of S E C Resigns 


The Securities and Exchange Commis- 
sion has accepted the resignation of Er- 
nest Angell as regional administrator for 
the New York Regional Office of the 
Commission. Mr. Angell will return to 
the private practice of law in New York 
City. At the request of the Commission 
he will remain at his present post for a 
short time until current matters now in 
his care have been disposed of. 


Government's Competition with Banks, 
in Credit Field 

The credit functions of a commercial 
bank, and the sources of the competition 
which the bank encounters in carrying 
out these functions, were discussed by 
Mr. Walter L. Driscoll, manager of the 
Credit Department of the First National 
Bank of Boston, in an address before the 
New England Control on March 15. 

Note brokers, finance companies and 
insurance companies all compete to some 
extent with the commercial bank, he said, 
but the area of competition is compara- 
tively small. In recent years the govern- 
ment has also been in competition with 
the banks. Where formerly commercial 
bank credit was limited to six months 
it is now rather common to have such 
credit extended from three to five-year 
periods, subject to an amortization pro- 
gram and an agreement with the bank as 
to financial policy. The government is 
not meeting any need which is not 
equally well covered by the banks. 
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How Amend Social Security Act? 

(Continued from page 102) 
of $2,000 or more they will qualify 
for benefits in the covered group, and 
particularly in those classifications in 
which the benefits paid are dispropor- 
tionate to the amount of taxes col- 
lected. No allowance has been made 
for this factor. 


May INCLUDE ADDITIONAL GROUPS 

It is likely that as administrative 
difficulties clear up, and as methods 
are devised to cope with them, some of 
the groups, by legislative action, may 
be included in the covered groups. 
Any of these elements introduced into 
the system may have disproportionate 
influences upon the accumulation of 
reserves. Moreover, it is impossible 
to foretell what future Congresses may 
do with respect to emigration and im- 
migration. There are no means of 
estimating wage trends, nor can we esti- 
mate the extent to which those reach- 
ing the age of 65 will continue to 
work in the face of the small old age 
benefits in the earlier years, nor the 
extent to which they will wish to re- 
tire when the benefits are larger. 
Booms and depressions and the chang- 
ing status of industry, commerce and 
agriculture are obviously unpredict- 
able. 

It is well to remember these things 
in any discussion of the reserve plan. 
There is a phase of the reserve ques- 
tion which I deem worthy of separate 
discussion. Is there sufficient protec- 
tion in the Social Security Act for the 
funds deposited with the federal gov- 
ernment to insure, beyond reasonable 
doubt, that those funds will be avail- 
able promptly when needed to pay 
benefits? Bear in mind that to the 
funds jointly paid in by employer and 
employee must be added huge amounts 
representing the three per cent. inter- 
est earning if the reserve is to remain 
solvent through the years. That inter- 
est earning comes from general public 
funds. The reserve is invested in gov- 
ernment securities, which means that 
in actual practice the money deposited 
by employer and employee is spent for 
all of the purposes of government, 
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some of them in self-liquidating enter- 
prises perhaps but in the main actu- 
arial spent for purposes in and of 
themselves producing no income. 

In a study of this problem I have 
asked myself this question: As a con- 
tributor to the fund for old age 
benefits would I be satisfied if the 
government were to invest my own 
contribution and that of others in a 
portfolio of securities similar to those 
in which my other insurance funds are 
invested ? 

Would it be possible to evolve a 
plan under which the annual excess 
accumulation of payroll tax collected 
over benefits paid would be invested 
in a portfolio of productive securities 
instead of the present plan of invest- 
ing it in government securities ? 


IF INVESTED IN INDUSTRIAL 
SECURITIES 

Under the present plan the three per 
cent. earning upon the reserve fund 
comes from government funds. In a 
very large degree the projects and pur- 
poses for which government funds are 
used are not in and of themselves pro- 
ductive of income. Under a suggested 
plan the earnings of the reserve fund 
would come from industry. Let us ex- 
amine the details of such a proposed 
plan.* 


1. Continue the present scale of 
benefits and present scale of tax rates 
until a reserve of perhaps 5 or 10 
billion dollars shall have been accumu- 
lated. 

This would provide a contingent re- 
serve thought to be sufficient to carry 
over a possible depression period of 
at least five years. 

2. After the reserve reaches the 
maximum figure set under paragraph 
1, provide for a decrease in tax rates 
whenever actuarial calculations show an 
imposing excess in the reserve, and for 
an increase in tax rates whenever ac- 
tuarial calculations show an impending 


*It should be emphasized that this sug- 
gestion for the investment of the reserve 
is my own and has no official standing. 
It is quite similar to a proposal made by 
Representative Engel of Michigan in Au- 
gust, 1937, and recently by Professor Wil- 
liam Howard Doughty, Jr., of Williams 
College. 


decrease below the figure set in para- 
graph 1. 

3. As each year’s accumulation to- 
ward the contingent reserve is deter- 
mined, such accumulation shall be in- 
vested, under proper safe-guards, and 
by a specific management group com- 
pletely severed from political influ- 
ence, in a portfolio of transportation, 
utility and other industrial bonds, and 
a proportion in state and federal notes 
or bonds limited to public works, hos- 
pitals, and housing that are self-liqui- 
dating and productive of not less than 
3 per cent. interest. 


This plan has the following advan- 
tages: 


1. It limits the size of the reserve. 


2. It protects the combined accumu- 
lations of employer and employee from 
possible political exploitation and gives 
to the people tangible evidence of the 
disposition of the funds held by the 
government on behalf of annuitants. 

3. It removes from government the 
temptation under political or other 
pressure to spend the income from 
Title VIII taxes, in ways which of 
themselves would produce little or no 
income. 

4. It produces an interest earning 
for the fund, derived in the main from 
the profits of industrial, commercial 
and transportation activities. 

5. It relieves the central govern- 
ment of the responsibility to provide 
the interest earning, which under the 
present law it must provide from the 
tax revenue. 

6. The American public is fairly 
well educated to the idea of insurance 
and regards the Social Security law as 
a type of insurance against unemploy- 
ment at old age. This plan meets the 
popular desire in a thoroughly under- 
standable way. 


DISADVANTAGES OF PLAN 


Some of the disadvantages may be 
summed up as follows: 


1. Investment trusts and life insur- 
ance companies may argue that the 
huge sums annually available for in- 
vestment will seriously affect their field 
of investment. It must be pointed out 
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that this difficulty disappears as soon 
as the maximum reserve in this pro- 
posal has been reached. 

It must be true also that the funds 
supplied by the joint accumulation of 
employer and employee, to a large ex- 
tent, would have been placed in sav- 
ings banks or in some form of invest- 
ment. To the extent that such funds 
would not have been spent for day to 
day living, such funds would be in 
competition with the funds in the 
hands of insurance companies and in- 
vestment trusts, if they were not de- 
ducted for social security taxes. 

2. Business men may fear that the 
government may come into control of 
businesses which have defaulted in ob- 
ligations which the Social Security 
Board has purchased. 

There seems to be no great distinc- 
tion between the interference of gov- 
ernment officials in the private affairs 
of a corporation, in the event of de- 
fault, and that of bank officials, or of 
bondholders’ committees. Information 
from a former Federal Reserve Bank 


official indicates that government agen- 


cies, such as the Reconstruction Fi- 
nance Commission, have been ex- 
tremely helpful to businesses in distress. 

3. Financial experts may hold that 
a reserve invested in government obli- 
gations is safer than one invested in a 
portfolio as described in the plan, and 
that in a period of business depression 
the interest earning of the portfolio 
might suffer a corresponding decrease, 
whereas if invested in government 
bonds the interest would continue. 

Here again we are in a field where 
both principal and income from the 
portfolio are tangible and dependent 
upon the earning capacity of industry, 
whereas under the present law, re- 
liance must be placed upon the gov- 
ernment’s ability to pay both principal 
and interest upon the obligations which 
it has assumed under social security. 

4. Bankers may object to a change 
in the present law, because it now af- 
fords them opportunity to transfer the 
large amount of government bonds 
now held by them to the United States 
Treasury. This is an objection which 
has no validity in a consideration of 
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the relative advantages of the existing 
and the proposed plan. 

5. Underwriting bond houses may 
contend that investment of this fund 
in industrial bonds would tend to dry 
up the capital market and weaken or 
destroy the present machinery in rais- 
ing new capital. 

The answer to this is that the pro- 
ceeds of the Social Security taxes do 
not represent new money, but repre- 
sent funds taken from the earnings of 
corporations, businesses and individ- 
uals which would otherwise have been 
spent in day to day living, or would 
have been placed in savings banks, or 
otherwise invested. Through the banks 
and through other forms of investment 
these funds would find their way into, 
and would be a part, of the same 
money market. 

The financial soundness of the pres- 
ent plan is predicated upon the as- 
sumption that each succeeding admin- 
istration will apply the funds in the 
reserve fund. 

The accumulation of a one hundred 
per cent. reserve is not necessary be- 
cause at no time is it conceivable that 
a catastrophe could occur which would 
require the payment of the entire re- 
serve at any one time. 

Both employer and employee have a 
right to expect that the funds so ac- 
cumulated shall not be spent but shall 
be safe-guarded so that they will be 
available when needed. It is prob- 
able that no amount of explanation of 
the infallibility of government credit, 
or of the intricate process of govern- 
ment accounting, will satisfy the mil- 
lions of contributors to this fund. 


HUGE RESERVE TARGET FOR 
CRITICISM 

Perhaps no feature of the Social Se- 
curity Act has been subject to more 
specific and wide-spread criticism than 
the provision for the huge estimated 
reserve of $47,000,000,000. One of 
the suggestions, as it appeared in the 
public press, has been to abandon the 
idea of a large reserve, to carry only a 
minimum contingency reserve, and to 
increase the payroll tax rates for em- 
ployer and employee only as benefits 
paid increase. This is the popular 
current cost idea, but with this plan 
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the rate necessarily goes much higher 
than the present maximum of 6 per 
cent. The reason for this is simple. 
In any current cost plan, including 
even the one in which I have recom- 
mended a maximum reserve of be- 
tween 5 and 10 billion, the rates are 
lower in the earlier years, and, there- 
fore, the accumulation of excess taxes 
over benefit payments is not as large, 
and that means a marked reduction in 
the interest earning in the earlier years. 
Of course, even after the maximum re- 
serve has been reached, whether it be 
3, 5 or 10 billion dollars, there is no 
interest earning such as would be ac- 
cumulated on the larger reserve basis. 
It is this deficiency in reserve interest 
earning that must be made up by 
higher contribution taxes as the num- 
ber of annuitants and the amounts of 
the benefits increase in the later years. 

Therefore, to the extent that we do 
not accumulate reserves we must in- 
crease the ultimate rates to take care 
of the simultaneous rise in the num- 
ber of annuitants and in the respective 
amounts of their benefits. So, if we 
abandon the complete reserve idea, 
with it goes the hope for a maximum 
rate of 6 per cent. The maximum rate 
may fun to 10 per cent. or more if 
there is any liberalization in the 
amounts of the benefits paid or in the 
requirements for eligibility. 

I shall devote very little time to 
discussion of Title IX, which provides 
payroll taxes on employers of eight or 
more from which unemployment bene- 
fits are to be paid, or provided. It 
differs from Title VIII in that the 
funds intended to be accumulated are 
not as large as those provided for the 
old age reserve, and in that the trust 
fund is to be drawn upon more fre- 
quently and at unpredictable intervals 
by the states. Since the federal gov- 
ernment retains the unexpended funds 
the problem of the investment and 
safe-guarding of these funds is prac- 
tically the same as in the case of the 
old age reserve. 

There is one phase of Title IX that 
cannot be over-emphasized. Most of 
the states provide some form of merit 
rating. The basis upon which that 
merit rating is to be measured is the 
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Special Problems during Depressions, 


Subjects 


The program for the Eastern Spring 
Conference of Controllers, under the 
direction of The Controllers Institute 
of America, has advanced sufficiently 
to insure a day of exceptionally inter- 
esting meetings, on April 25, at the 
Waldorf-Astoria Hotel, New York 
City. The committee, under the chair- 
manship of Mr. E. B. Nutt, Standard 
Oil Company (New Jersey), will put 
the last touches on the arrangements 
and issue its first announcement, per- 
haps by the time this issue of THE 
CONTROLLER is in the hands of mem- 
bers of The Institute. 

The day will begin with a general 
session, opening at 10 A.M. Mr. Ros- 
coe Seybold, controller of Westing- 
house Electric and Manufacturing 
Company, will preside. This session 
will cover two subjects: Dr. Thomas 
H. Sanders, of the Harvard Graduate 
School of Business Administration, 
will speak first, on “A Statement of 
Accounting Principles.” This is the title 
of the booklet recently published, of 
which Dr. Sanders was co-author, with 
two other well known educators in 
accounting and law. 

Dr. Sanders will elaborate on por- 
tions of the material presented in his 
booklet. It all has a bearing on the 
movement to clarify, and to standard- 
ize as far as possible, the accounting 
procedures covering general cases. The 
Controllers Institute of America, the 
Securities and Exchange Commission 
and the American Institute of Account- 
ants, are deeply interested in this un- 
dertaking. 

Dr. Sanders’ address will be fol- 
lowed by a discussion in which com- 
ments will be presented by Mr. V. L. 
Elliott, of the Atlantic Refining Com- 
pany, and others. Opinions will be 
solicited from controllers in businesses 
whose accounting procedures are not 
regulated by the government, and from 
controllers of companies in the regu- 
lated field. 


New FEDERAL REVENUE ACT 

The second subject for presentation 
in the general session will be the new 
federal revenue act, which may have 
become law by that time. This sub- 
ject will be presented by Mr. M. E. 
McDowell, of Standard Oil Company 
(New Jersey), an authority on tax 
matters, who has been in constant 
touch with the discussions in commit- 
tees and on the floors of the Senate 
and House of Representatives. This 
will, like the first subject of the morn- 
ing, be especially timely and service- 
able. It will enable controllers to 
acquaint themselves promptly with the 
details of the new law, and their ef- 
fects. The title of Mr. McDowell’s 
address is ‘““The Current Status and 
Trends in Federal Taxation of Corpo- 
rations.” In addition to the address on 
the provisions of the new act there will 
be time for a discussion from the floor, 
and a question and answer period. This 
subject is timed for presentation at 
11:30 A.M., and the session will run 
until 1 P.M. 

Luncheon will follow, an informal 
affair with no set speeches, which is 
intended primarily to enable members 
to become better acquainted and to ex- 
change greetings and opinions on cur- 
rent problems. 


BUDGET METHODS AND PROCEDURES 

The afternoon session, beginning at 
2:15 o'clock, will be devoted to group 
conferences on two general subjects, 
running simultaneously. The general 
subjects to be discussed at these con- 
ferences are: “Budget Methods and 
Procedures,” and ‘Machine Methods 
of Accounting.” Careful, detailed ar- 
rangements are being made by com- 
mittees of approximately twenty-five 
men for presentation of these subjects. 
These conferences will run until 5 P.M. 

It is planned to make a thorough 
exploration of both subjects, from var- 
ious angles, and by groups of control- 
lers in different lines of business. The 


for Spring Conference 


material which comes out of these 
meetings will, it is believed, be of ex- 
ceptional value. The committee mem- 
bers will introduce the subjects for 
discussion, from various angles, after 
which all present may participate. 

In every group which will discuss 
“Budget Methods and Procedures,” 
attention will be given to what steps 
the controller, in his capacity as budget 
officer, should take in times of depres- 
sion, to assist in keeping the business 
on a profitable basis. That will be one 
of the principal points to be covered. 


UrtiLiry CONTROLLERS GROUP 

There will be a group of utility com- 
pany controllers and others studying 
this budget problem. This general 
classification will cover gas, electric, 
water, street railway, telephone, tele- 
graph, and railroad companies, and 
will be unique in that it will analyze 
what companies are doing, or are in a 
position to do, about budgeting and 
about meeting depression periods. 
Operating budgets, capital budgets, 
and cash budgets, will be gone into 
thoroughly im this three-hour session. 
Many controllers of leading utility 
companies already have signified their 
intention of participating. Mr. F. B. 
Flahive, controller of Columbia Gas 
and Electric Corporation, will be chair- 
man of this meeting. 

A group of controllers of manufac- 
turing companies will conduct a con- 
ference on the same subject, under the 
chairmanship of Mr. George M. Aris- 
man, controller of Armstrong Cork 
Company, of Lancaster, Pennsylvania. 
This meeting will approach the sub- 
ject from the points of view of sales, 
operating, and physical property budg- 
ets. 

A third meeting, composed of con- 
trollers of companies in the wholesale 
and retail distribution fields, will dis- 
cuss budget problems from the same 
points of view—sales, operating, and 
physical property. This meeting will 
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The lady's finger points to an exclusive Comptometer feature—the 
Controlled-Key. On constant guard, it goes into action the in- 
stant an incomplete or fumbled key stroke occurs—will not 





permit operator to proceed until the error is corrected. The 
Controlled-Key functions with equal efficiency on both 
the Standard Model J and Electrical Model K Comptometers. 


COMPTOMETER METHODS make clean es of HOOVER FIGURE WORK 


‘THE HOOVER COM- 
PANY makes world- 
famous Hoover 
Electric Cleaners. 
Mr. Glen Nelson, 
Office Manager, 
makes this state- 
ment: 

“The importance 

of Comptometer 
methods in the effi- 
cient conduct of our 
business may be lik- 
ened to the impor- 
tance of Hoover 
Electric Cleaners in 
efficient house- 
keeping. 
“The Hoover Company owns more than fifty Compt- 
ometers which are used by trained operators on such 
important figure work as sales statistics, cost, payroll, 
production and general accounting. 

“Our experience with the Comptometer dates back 
twenty years, and we have found that its extreme flexi- 
bility, high speed, and unvarying accuracy make it an 
excellent machine for all-around use. 

“The high type of service rendered by the Compt- 
ometer organization here at North Canton and at our 
branch offices is a constant source of satisfaction.” 

* td e 
Do your figure-work methods need a “spring housecleaning’’? 
Does figure-work inefficiency cost your company money? Pro- 
gressive concerns in every industrial field have found that mod- 
ern Comptometer methods produce final figures faster, with 
greater economy and accuracy. For a demonstration without 
obligation, in your offices on your job, telephone your local 


Comptometer representative. Or write direct to Felt & Tarrant 
Mfg. Co., 1734 N. Paulina Street, Chicago, III. 


COMPTOMETER 


Reg. U.S. Pat. Off. 





Life is easier for this Hoover user 


Please mention THE CONTROLLER in 








This “battery” of Comptometers in the Hoover Company’s offices has 
its counterpart in every field of industry. It is significant that 
concerns employing the most efficient and modern methods of 
manufacture and distribution are generally Comptometer users. 





THE STANDARD MODEL J COMPTOMETER 


communicating with advertisers 
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be presided over by Mr. P. H. Little- 
field, of Canada Dry Ginger Ale, Inc. 


ACCOUNTING MACHINE 
INSTALLATIONS 


‘Machine Methods of Accounting” 
will be discussed in one meeting. Con- 
trollers of companies having installa- 
tions of practically all the leading 
bookkeeping, tabulating, and other 
machines, have agreed to take part. 
They will present detailed descriptions 
of what they are accomplishing with 
the different installations which they 
have made; why they selected those 
particular installations, and how they 
believe they might be improved. It 
is believed that this session will throw 
much light on a subject in which con- 
trollers are greatly interested. “If you 
neglect this subject for even three 
months you find yourself away behind 
the times,” said one controller. The 
views of the users of these various 
types of equipment, given freely in an 
“off the record” meeting, should be 
of great interest and value. 

The Spring Conference will be 
brought to a close with a dinner, to 
be addressed by one or more national 
figures. President Henry C. Perry, of 
The Controllers Institute of America, 
will be on this program, and will have 
a message of special interest to con- 
trollers. 

In past years the Spring Conferences 
have each been attended by between 
400 and 500 controllers and others. 
The new problems presented to con- 
trollers of late will make this oppor- 
tunity for an exchange of experiences 
and opinions of special value. Con- 
trollers may find it advantageous to 
have key men in their organizations 
attend the group meetings which they 
themselves cannot attend, because of 
conflict in time. It will be in order to 
invite other men from their companies 
to participate. Announcements and 
reservation cards will be in the mails 
shortly. 


Seventh Annual Meeting, Control- 
lers Institute of America—Se ptember 
26 and 27, 1938, at Waldorf-Astoria 
Hotel, New York City. 
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Either Quarterly Information Return or 
Separation Report Favored by Controllers 


Controllers in many sections of the 
country who have been studying pro- 
posed or existing state regulations 
under unemployment compensation tax 
laws, and their relation to the federal 
law and regulations, usually arrive at 
the conclusion that they favor a system 
of reporting which would permit em- 
ployers to elect either the quarterly 
information return or a separation and 
wage report. 

The Detroit Control of The Con- 
trollers Institute of America has been 
studying this subject; also the Chicago 
Control, of late. Definite recommen- 
dations were made to the committee 
of the Detroit Control which has this 
subject in hand, by a subcommittee of 
sixteen men, who met on February 23, 
1938, at the offices of The S. S. Kresge 
Company in Detroit, as follows: 

1. That the committee in attempt- 
ing a solution of the state’s problem 
go on record as favoring a system of 
reporting which would permit em- 
ployers to elect either the quarterly in- 
formation return or a separation and 
wage report. The portion of the forms 
covering wage information would be 
the same to permit interchangeability 
so that employers might, under chang- 
ing conditions, transfer from quarterly 
to separation reports, or vice versa. It 
would even be possible for an em- 
ployer to report certain employees on 
a quarterly basis and all others on a 
separation report, if so desired, with- 
out in any way affecting administra- 
tion by the state. 

2. That the committee study the re- 
quirements of both the Michigan Un- 
employment Compensation Division 
and the Employment Service Division. 
To accomplish this it was suggested 
that the Committee meet with Mr. 
Schumann, chairman of the Employ- 
ment Service Division and Mr. Frater, 
who is in charge of preparing their 
set-up, and Mr. Montier, in charge of 
the Unemployment Compensation Di- 
vision. 

3. That upon the formulation of a 
definite plan the committee secure the 
approval of both Mr. Schumann and 


Mr. Montier and then through them 
or with them endeavor to have the 
Michigan Unemployment Compensa- 
tion Commission adopt the recommen- 
dations. 

4, That the committee or The Con- 
trollers Institute of America get in 
touch with the Commissioner of In- 
ternal Revenue and attempt to con- 
vince him that if annual information 
returns are sufficient for income tax 
purposes the same procedure should 
apply to Title VIII of the Social Se- 
curity Act. 

This was the second meeting of the 
subcommittee. Mr. Peters, of the Pack- 
ard Motor Car Company, acted as 
chairman, and Mr. B. Burlingame, of 
the same company, as secretary. The 
committee includes representatives of 
the Detroit Retail Merchants Associa- 
tion, the Detroit Board of Commerce, 
and of the Michigan Unemployment 
Compensation Commission. 

The purpose of the subcommittee 
was to formulate a plan for the sim- 
plification of state and federal reports 
relating to social security and unem- 
ployment taxes. The objectitves were: 


1. Payment of Federal Taxes under 
Title VIII of the Social Security 
Act on a quarterly basis with in- 
formation returns on an annual 
basis. 

2. Payments for State Unemployment 
Insurance to be made on a quar- 
terly basis with payroll information 
to be furnished in the form of sepa- 
ration reports rather than on quar- 
terly information returns. 


Mr. Spaulding, of the Burroughs 
Adding Machine Company, who has 
spent the last two years in Washington 
working exclusively on social security 
taxes, brought out the fact that state 
and federal information returns could 
probably never be made on the same 
basis. It was agreed that elaborate 
equipment required by the federal gov- 
ernment to post earning records for 
old age benefits would not be required 
by the states which are interested only 




















in payroll data covering the last four 
or eight quarterly earnings of the in- 
dividual. It was felt that the new 
listing form if used on an annual basis 
would be the most desirable for the 
federal returns, whereas the states 
would require their information on 
slips which might be filed and dis- 
carded as required. 

Mr. Plant of the Burroughs Adding 
Machine Company referred to recent 
regulations that, in effect, changed the 
basis of Federal Taxes under Title IX 
of the Social Security Act to the basis 
of wages paid instead of earned or ac- 
crued. This was regarded as objection- 
able on the grounds that state and fed- 
eral tax payments should be made on 
a comparable basis. 


EMPLOYERS LOSING CREDIT TO 
UNEMPLOYMENT FUND 

Mr. Hall of the Detroit Board of 
Commerce was of the opinion that 
some state employers were also losing 
much credit to the unemployment fund 
due to the three thousand dollar limi- 
tation on taxable wages. The question 
here would be whether to abolish the 
three thousand dollar limitation and 
make payments to the state on a 2.7 
ratio and, if this were done, whether 
or not it would be necessary to report 
the wages of the individual employees 
in the higher brackets. 

Mr. Weiss of the Packard Motor 
Car Company discussed the state re- 
quirements from the standpoint of the 
employment department, state reem- 
ployment agencies and benefit pay- 
ments. He felt very strongly that the 
probable inability to handle separation 
and accession reports promptly by the 
states would permit fraud to be per- 
petrated upon the states by employees 
recalled to work who might possibly 
still receive state benefit payments. 
This view was concurred in by many 
of those present, but the view was ex- 
pressed that the accession report and 
general increased efficiency in adminis- 
tering the act by the states would keep 
fraud to a minimum and that in any 
event in an undertaking of this kind 
fraud could never be entirely elimi- 
nated. 

There was a discussion regarding 
the effectiveness of New York and 
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Indiana separation reports, the ability 
of the employer to furnish the data 
required, and also the advisability of 
disclosing to the employee reasons for 
discharge. It was suggested that the 
reasons for discharge would, if neces- 
saty, have to be legally substantiated ; 
however, it was thought that a basis 
for arriving at the various causes for 
discharge, which might disqualify the 
worker from receiving benefits, could 
be made from the old Wolman Board 
decisions. 

Mr. Hearst, of the S. S. Kresge Com- 
pany, said that his company, operating 
many retail establishments in twenty- 
eight states, would be unable to supply 
payroll data with separation reports 
because these records are kept at the 
company’s general office in Detroit. 
This, together with many other condi- 
tions not now known, should empha- 
size the necessity of formulating a plan 
flexible enough for any requirement. 

The general opinion prevailed that 
state records would have to be of a 
continuing nature in so far as employ- 
ment or eligibility for benefits were 
concerned. Several recommended that 
the state furnish employers with 
monthly reports covering closed cases. 
This would form a basis for the com- 
panies to audit state charges against 
their credits which have a definite bear- 
ing on the merit system. A report of 
this nature, together with an accession 
report, would furnish the state with 
further means of eliminating fraudu- 
lent payments. For those employers 
not bound by priority limits, these re- 
ports could be used as a basis of re- 
turning to work those men who were 
receiving benefits. 

Mr. Peters brought up the question 
of whether it would be necessary to 
clear the employee from the records 
before furnishing the state with a sep- 
aration report and it was understood 
that the basis of the waiting period 
before benefits were payable would be 
determined by whether or not wages 
were earned rather than whether there 
had been actual or technical separation 
through the employment records. The 
point Mr. Peters desired to emphasize, 
however, was that employers might be 
forced actually to clear employees from 
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the rolls in order to keep their records 
straight or in any event if separation 
and accession reports were furnished 
it would be necessary to post these to 
the employment records. 

In discussing what recommendations 
could be made in an effort to induce 
the federal officials to change from re- 
quiring quarterly information returns 
to an annual return, Mr. Dye of the 
General Motors Corporation felt this 
was not a problem to be presented to 
the Social Security Board but rather 
should be taken up with the Commis- 
sioner of Internal Revenue who, he 
felt, had dictated the use of quarterly 
returns. 

In any study of systems by the com- 
mittee it was suggested that forms used 
by the State of Connecticut be studied 
as, it was pointed out, that state has a 
variety of forms which may be used in 
various combinations depending upon 
optional methods of reporting, the state 
permitting the employer to report 
under one of several different plans. 

Mr. E. C. Hoelzle of the Packard 
Motor Car Company is chairman of 
the general committee of three ap- 
pointed by President Lester R. Downie, 
of the Detroit Control, to submit rec- 
ommendations for a standardized form. 
The other members of the general com- 
mittee are Mr. J. E. Hearst, of The 
S. S. Kresge Company and Mr. A. F. 
Liska of the Burroughs Adding Ma- 
chine Company. The subcommittee 
made recommendations to the general 
committee, as reported above. 

Mr. Hoelzle named the subcommit- 
tee, appointing to it men from the 
various companies whose controllers 
are members of The Institute. In many 
instances companies have one or more 
men devoting their entire time to so- 
cial security work. 

The discussion reported here is typi- 
cal of many which controllers in vari- 
ous parts of the country are conduct- 
ing. 

Spring Conference, April 25 

The Spring Conference of Control- 
lers, conducted by The Controllers In- 
stitute of America, will be held April 
25, at the Waldorf-Astoria Hotel, 
New York City. Watch for detailed 


announcement. 
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Eight Ways Controller May Assist Sales 
Manager in Fight for Profits 


Mr. Louis W. Jaeger, of the Colo- 
nial Optical Company, a member of 
The Controllers Institute of America, 
presented in an article recently pub- 
lished in Forbes Magazine (issue of 
February 15, 1938) eight ways in 
which a controller may assist the sales 
manager of his company in making 
his work most effective. He said: 

“The sales manager is a fighter. He 
is human-conduct minded. He knows 
his men, his customers, his territories, 
and how to get results from them. 
And in this fighter’s corner, the sta- 
tistical-minded controller makes an 
excellent second. 

‘For what sales managers need most 
from their advisers are facts—living, 
moving, active facts. And the very 
essence of the job of controller is to 
supply just those facts to every de- 
partment of the business. 

“Because the controller is in a posi- 
tion to take business indexes and pro- 
ject them into the future, he can help 
to set up budgets, business forecasts, 
quotas, inventories, and so on. But 
he works with the sales manager in 
doing it, for the controller should 
bring in such matters as degree of de- 
velopment of the territory or branch 
for which a budget is being set up, 
territorial sales saturation, and other 
factors which the sales manager alone 
knows about. 

“There are eight ways in which the 
controller can help the sales manager 
to set up targets to shoot at: 


SALVE FOR Raw Wounps 

“1. Weighing competition. While 
the sales manager sees competition 
mostly in the aspects where it rubs 
him raw, the controller sees its broad 
implications and weighs it as dispas- 
sionately as inventories. This dispas- 
sionate thinking is precisely what a 
fighter like the sales manager needs 
in his corner. 

“2. Budgeting expenses. Since ex- 
pense budgeting, only an incident in 
the life of the sales manager, is the 
daily work of the controller, the latter 
can be of real help in working out 
expense budgets for various goals. 


‘3. Making profits. The sales man- 
ager, of course, wants to make all the 
profit he can for his company. The 
controller is in the best position to 
know what lines carry the profits ; thus, 
he can help the sales manager to 
choose special targets for profits. 

“4. Setting bonuses. Since sales- 
men will usually sell the easiest line 
rather than the most profitable line 
unless they are induced to do other- 
wise, special bonuses are often desir- 
able. Here, again, the controller can 
help. His ‘feel’ for figures enables 
him to work out fair and effective 
bonus systems. 

“5. Allocating sales effort. How 
much effort should be put on selling 
new accounts, and how much on keep- 
ing old ones? The controller's analyti- 
cal ability and figure-mindedness allow 
him to give sound counsel to the sales 
manager on this important problem. 
Flat bonuses for securing new accounts 
and other special bonuses keep the 
salesforce out of ruts—and keep sales 
thinking out of ruts, too. 


TEAMWORK ON INVENTORY 

“6. Controlling inventory. A diff- 
cult sales-management problem is de- 
termining the amount of inventory and 
the rate of turnover which should exist 
territory by territory and even customer 
by customer. Once more, the con- 
troller can be useful; for, always work- 
ing in terms of inventory and turn- 
over, the controller has the informa- 
tion upon which the sales manager can 
build his plans. The controller, for 
example, can bring the sales manager's 
attention to items which must be sold 
at once, and special effort with special 
bonuses can then be worked out to 
clear the excess inventory out of the 
way. 

“7, Analyzing general conditions. 
Style changes and territorial and na- 
tional business conditions are natural 
subjects for the controller's study. 
Knowledge of them is also vital to the 
sales manager. With the two execu- 
tives working together, salesmen can 
always be kept primed to take advan- 


tage of changing conditions wherever 
they exist. 

“8. Getting sales over the top. Fi- 
nally, the controller can help a terri- 
torial sales manager who is just barely 
missing his quotas by setting up a few 
special targets for his salesmen to shoot 
at, and thus giving them the urge to 
push sales over the top. Just one more 
new account per salesman, or just one 
more gross per month of an item 
which the salesmen have been ducking 
because of its high price may bring the 
territory's performance up to par.” 


How Amend Social Security Act? 
(Continued from page 107) 
current experience. It is therefore of 
the utmost importance that executives 
study all departments of their busi- 
nesses in which short time or seasonal 
employment is a factor, with a view to 

eliminating it. 

In conclusion, whatever one may 
think of this first great attempt in the 
United States to give greater secutity 
to the workers, I can say to you with 
certainty that the Social Security Board 
is organized to execute adequately the 
mandates of the act. It has a staff of 
able actuaries and research workers. 
The Advisory Council, working with 
the Social Security Board, is composed 
of a group of men representing widely 
different types of businesses, the pro- 
fessions and labor. They are studying 
the problem objectively and I believe 
no recommendations will be made un- 
til they have acquired sufficient knowl- 
edge in this field to make them with 
confidence and with safety. The intel- 
ligence and earnestness with which 
these men have presented their views 
is reassuring. They, and the Social 
Security Board, are entitled to your 
confidence and support. 


Woman, Secretary, Broad Experience 


Secretary or junior executive. Woman 
young enough to be employable, old enough 
to have mature judgment, accustomed to 
working with chief executives, comptrollers, 
officers, broad experience corporations, so- 
cial service, political, expert stenographer, 
knowledge installation files, fundamentals 
accounting, writing ability, executive abil- 
ity, knowledge purchasing, personnel, adapt- 
able. Wishes worth-while position at liv- 


able wage, wishes to be rescued from the 
wrong niche. 
but might consider elsewhere. 
Controller,” 


New York City preferably, 
Write “The 
No. 223. 














MASTER YOUR PROBLEMS 





as they arise... 


&S 


To keep pace with today’s rapidly- 
changing picture, the 1938 executive 
must have 1938 methods of control. 


Unfilled orders . . . current inventory 
. . . last week's export volume... raw 
materials on hand . . . yesterday's pro- 


duction costs . . . detailed breakdown 
of sales. These are questions which 
require immediate answers. 





How can executives master the 
numerous problems that arise hourly? 


Over a thousand models of Interna- 
tional Business Machines are supplying 
business and government in 79 different 
countries with the facts upon which im- 
portant decisions are based. They are 
doing this with lightning speed and un- 
erring accuracy. 


These machines include: International Electric Bookkeeping and Accounting 
Machines, International Time Recorders and Electric Time Systems, Interna- 
tional Industrial Scales, International Electric Writing Machines, International 
Protective Devices, The International Ticketograph, and the International Proof 
Machine for Banks. Phone our nearest office for expert advice on your busi- 


ness administration problem. 


INTERNATIONAL BUSINESS 
INS, 


NTERNATIONAL 


World Headquarters Building 
590 MADISON AVENUE, NEW YORK, N. Y. 





MACHINES CORPORATION 
Branch Offices 
IN PRINCIPAL CITIES OF THE WORLD 

















THE AMERICAN STEEL INDUSTRY 
AT THE CROSSROADS OF PROGRESS 
AND REACTION, by Folke W. Sundblad. 
Dorrance & Co., Inc., Philadelphia. 106 
pages. $1.50. 

The author sees the American steel in- 
dustry at the crossroads of two bitterly 
opposed philosophies—one advocating pro- 
motion of brains, character, and true Ameri- 
canism to their proper places at the counsel 
table in order to secure lower production 
costs and wider markets, while the other 
serves as a vehicle to those who benefit by 
the preservation of cheap machine politics 
created by greed, selfishness, nepotism, and 
favoritism, regardless of whether its tradi- 
tional policies run counter to the true eco- 
nomic and social interests of the nation. 
He describes this book as a humble attempt 
to stir up an industrial giant from a quarter- 
century long hibernation and to emphasize 
the enormous benefits not only to stock- 
holders and labor of this particular industry 
but also to the country at large which could 
follow if American steel could embark upon 
an active program of scientific and indus- 
trial research. 

The steel industry is composed of two 
distinct parts (1) the steel works or heart 
of the mill, which produces the crude steel 
ingots and (2) the rolling mills for the 
manufacture of sheets, rails, beams, and 
other final products. This book is con- 
cerned primarily with steel making itself. 
The rolling mills come within the scope of 
mechanical engineering science and have 
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thus been able to make progress without 
help from steel. 

Invention of the Bessemer process in 
1855 was of principal advantage to north- 
ern European countries with high-grade 
ores. The open hearth furnace invented in 
1864 is called the cradle of our present 
civilization because it made it possible to 
make steel from practically any grade of 
iron ore. During the next half century the 
demand was either for tonnage steel, which 
the 100-400 ton open hearth furnace pro- 
duced, or for super quality steel produced 
in the medium or small sized hearth or the 
small crucible vessel. The past quarter cen- 
tury however has brought relatively less de- 
mand from the railroad, oil, building, and 
farm implement industries, and a great in- 
crease in demand from the automobile and 
container industries. The automobile de- 
mand for quality on mass production scale 
gave advantage to the development of the 
electrical furnace first introduced in the 
1890's. The possibilities of further ad- 
vancement of the electric furnace, as being 
demonstrated abroad, are now so great as 
to jeopardize the supremacy of the open 
hearth process. 

The author traces the backwardness of 
American steel today to the policies of the 
late Judge Gary between 1903 and 1927 in 
respect to the suppression of labor, the 
maintenance of low wages, long hours, and 
high prices, and the neglect of research. 
Strong backs and weak minds were preferred 
and intellectual curiosity was discouraged. 


This did more harm in America where exec- 
utives were promoted from the ranks than in 
Europe where 95 per cent. were college 
trained. Over here toughness and subservi- 
ence rather than talent and initiative brought 
promotion. Price maintenance and lack of 
competition dulled the creative spirit. Unless 
these policies are changed, American steel 
will in another decade need even higher 
protective tariffs, even if it uses the cheapest 
labor in the world. 

The book contrasts the progressive spirit 
in the automobile industry with the reac- 
tionary spirit responsible for the stagnation 
in the production and marketing of steel. 
The former has reduced costs and prices 
and widened its markets. Steel has preferred 
strong arm methods to science in the con- 
trol of costs and has preferred the wasted 
overhead of idle plants to the extension of 
markets through lower prices. It has de- 
pended entirely upon other industries to 
furnish the demand for its product. Yet 
low-priced dwellings, over-head sidewalks, 
super highways, and many other new indus- 
tries could be developed to use steel if 
scientific methods were used to reduce its 
cost and price. A new age of steel could 
be inaugurated if the industry would do its 


part. Reviewed by E. STEWART FREEMAN. 


Seventh Annual Meeting, Control- 
lers Institute of America—Se ptember 
26 and 27, 1938, at Waldorf-Astoria 
Hotel, New York City. 
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STUDIES IN INCOME AND WEALTH, 
Volume One, by the Conference on Re- 
search in National Income and Wealth, 
published by the National Bureau of Eco- 
nomic Research, New York City. 368 pages. 
$2.50. 

This volume contains papers prepared 
for the Conference and the discussion to 
which these papers gave rise. The concepts 
underlying the current estimates of national 
wealth and income and the problems that 
arise in making the estimates are dis- 
cussed from various points of view. The 
papers bring out sharply the questions on 
which the experts disagree and thus serve 
to clarify the meaning of the current esti- 
mates, their weaknesses and probable biases 
as well as their manifold uses. 

“Every candid investigator who has tried 
to make, or to use properly, estimates of 
national income realizes how difficult it is 
to know just what the results mean. Those 
who have not wrestled long with the highly 
technical problems that crop up in such 
work can scarcely appreciate their intricacy 
or how considerable are the differences in 
results that are produced by the use of 
slightly different definitions. No step to- 
ward the improvement of income estimates 
in this country and abroad is more impor- 
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tant than the efforts made by the authors 
of this book to reach a common understand- 
ing of their concepts and their statistical 
operations.” 

For the purpose of defining social wealth 
and social income precisely a society should 
be considered as consisting of two parts: 
(1) a producing organization or “economic 
system’’ and (2) the individuals (or 
families) who contribute their labor or the 
services of their property to the economic 
system, and who receive the benefits of its 
operation. The Department of Commerce 
uses the term “Income paid out’ for the 
amount of money or its equivalent distrib- 
uted by the economic system to individuals 
and “Income produced” for the market 
value of the goods and services produced, 
the difference being principally (positive or 
negative) business savings. 

The income produced by any industry or 
locality is the aggregate market price of its 
products regardless of whether such prod- 
ucts are or are not conducive to the moral 
welfare or happiness of mankind. In other 
words the concepts of wealth and income 
are essentially accounting concepts, or more 
precisely, financial statement concepts, like 
the balance sheet and income statements. 
In the consolidation, assets which are in the 
nature of claims upon another are cancelled 


against the corresponding liabilities so that 
the vast bulk of the remaining assets (or 
social wealth) consists of tangible assets. 
It is convenient to group these assets under 
two heads: (1) durable goods for which 
depreciation or depletion accounts may be 
assumed and (2) short-lived goods which 
are inventoried annually. Against these as- 
sets stand the various claims to ownership 
by individuals, -i.e., bonds, mortgages, 
stocks, bank deposits, insurance policies, 
direct proprietorship accounts, and the like. 

Obviously it would be impossible to 
make a direct consolidation of the balance 
sheets and income statements of every busi- 
ness enterprise. Hence short-cut methods of 
approximation have had to be evolved. Part 
II deals with Accounting Methodology in 
the Measurement of National Income. Other 
parts deal with the treatment of corporate 
savings, capital gains and losses, govern- 
ment revenue and services, and with the 
Distinction between “Net” and “Gross” in 
Income Taxation. 

This is a scholarly and authoritative book 
with which everybody who uses economic 
statistics should be familiar. While not ex- 
actly light reading, it is nevertheless very 
interestingly written. 

Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Company. 


THE KNOX PLAN FOR PRINTING CONTROL 


200 Mzllion Dollar S are wasted every year by business organizations 


in purchasing printed material. More millions are wasted by office manage- 


ment through the inefficient use of printed forms. 


Executives may well look to this waste when 
faced by the narrowing margin between the cost 
of doing business and sales income. 

The Knox Plan for Printing Control elimi- 
nates this waste by extending the principles of 


good management to the designing, purchasing, 
handling, and use of printed material—princi- 
ples ordinarily found to-day in other phases of 
office, plant and factory operation but seldom 
found in printing. 


More complete information on this subject may be had without obligation from 


FRANK M. KNOX COMPANY 


PRINTING CONTROL AND STANDARDIZATION 


1533 R.C.A. BUILDING 


30 ROCKEFELLER PLAZA 


Please mention THE CONTROLLER in communicating with advertisers 


NEW YORK CITY 

















Fred William Sweney 

Mr. Fred William Sweney, control- 
ler of the Northern Pacific Railway 
Company, died at St. Paul, Minnesota, 
January 17, 1938, aged 64 years. The 
Twin Cities Control adopted a me- 
morial resolution on February 8, which 
was published in dignified, formal 
style and placed in the records of the 
Control and of The Controllers In- 
stitute of America. A copy was for- 
warded to Mr. Sweney’s family. 

Mr. Sweney was born in Humboldt, 
Nebraska, September 10, 1873. He 
was educated at Doane College, Crete, 
Nebraska, and in 1896 began his ac- 
counting career in the offices of the 
Burlington Railroad. Subsequently, he 
worked in St. Joseph, Missouri, for 
various elevator and export concerns, 
and then returned to the railroad busi- 
ness in Kansas City. He served as an 
examiner of the Bureau of Accounts 
of the Interstate Commerce Commis- 
sion, and as chief examiner, from 1907 
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to 1918, when he became controller of 
the Northern Pacific Railway Company. 

Mr. Sweney became a member of 
The Controllers Institute of America 
on June 25, 1934. The memorial 
resolution adopted by the Twin Cities 
Control tells of the many important 
contributions made by Mr. Sweney to 
railroad accounting, as a member of 
the Committee on General Accounts 
of the Association of American Rail- 
roads. He was a member of the Ma- 
sonic order. The Twin Cities Con- 
trol’s resolution reads, in part: 

“While he was preeminent in his 
profession it was his rare personal 
qualities which endeared him to all 
who knew him and for which he will 
best be remembered by his friends. 

. Appreciating that this resumé 
iat inadequately deals with the life 
and attainments of our fellow member 
and good friend, it is offered as a tribute 
to the loss we feel in the passing of this 
truly exceptional, worth while man.” 


Pittsburgh 

On March 28 the Pittsburgh Control held 
its regular monthly meeting at the William 
Penn Hotel with Mr. J. A. Beattie, presi- 
dent of John A. Beattie and Company, In- 
vestment Counselors, as the speaker. His 
subject was “Our Changing Economic 
World.” 


Wall Street Experience 


Accountant, aged 31, for seven years con- 
troller of a prominent New York Stock 
Exchange firm, desires new connection. Ex- 
perience for three years prior was with 
one of the largest New York banks in 
Department of Statistics and Research. 
Graduate of Columbia University. Has 
had charge of audit and payment of all 
expense items, and proper allocation to 
various departments and branch offices; 
contracts, leases, and other agreements in- 
volving expenditures, presentation of ex- 
pense reports and the like. Address ‘The 
Controller,” No. 234. 


Bookkeeper-Accountant 

Over twelve years’ experience with a 
Public Utilities Company on Ledgers, Ac- 
counts Receivable and Accounts Payable. 
Familiar with analyzing records—general 
office work. Two years selling appliances. 
Married. Write Box 230, THE CONTROL- 
LER. 





TOP EXECUTIVES KNOW 


No one better appreciates the importance of 
Safety Paper from the standpoint of advertis- 


ing value, prestige building and protection 








against forgery by alteration or counterfeiting wAERAFEEES ESE SES EEE EE 


than the men who are responsible for the plans 
and policies of American business. La Monte 
Safety Papers are used by outstanding busi- 
ness institutions from coast to coast including 
more than 75 per cent of the nation’s largest 


banks. 


There is a La Monte paper for every purpose 
and in every price field. Consult your printer or 
lithographer, or mail coupon below for sam- 
ples, including original Corporation Check 


designs. 


George La Monte & Son 
Nutley, New Jersey 





Please send me samples of specially designed Corporation | 











and Bank Checks on La Monte Safety Paper. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held February 25, 1938, the applicants 
named below were elected to active mem- 
bership in The Institute: 


F. A. BALTZER 
Detroit City Gas Company, Detroit. 
STEPHEN BRONSLEY, JR. 
Pacific System Homes, Inc., Los Angeles. 
CLARENCE V. BURNS 
American Zinc, Lead and Smelting Com- 
pany, St. Louis. 
RoBERT D. CAMPBELL 
Horder’s, Incorporated, Chicago. 
THOMAS C. CurTISs 
White Laboratories, Inc., Newark, New 
Jersey. 
RONALD E. DANIELS 
The Federal Portland Cement Company, 
Inc., Buffalo. 
JosEPH G. FRIEL 
Calvert Distillers Corporation, New York 
City. 
Davip GELLER 
The May Company, Cleveland. 
FREDERICK C. GENS 
R. T. Vanderbilt Company, Inc., New 
York City. 
Puitip S. HARBURGER 
Harriman & Keech, New York City. 
FreD E. KING 
Munsingwear, Inc., Minneapolis. 
ROBERT E. KING 
Los Angeles Turf Club, Inc., Arcadia, 
California. 
A. VERNON LEMASTERS 
Lone Star Cement Corporation, New 
York City. 
N. A. McGRATH 
Bucyrus-Erie Company, South Milwau- 
kee, Wisconsin. 
JOHN W. MARDER 
John P. Smith Company, Rochester, New 
York. 
RAYMOND G. Marx 
The Riggs National Bank, Washington, 
Ey Cc 





President Perry Visits 
Controls on Pacific Coast | 
| President Henry C. Perry, of The 
| Controllers Institute of America, 
| left March 16 by plane for the Pa- 
cific Coast. He was scheduled to 
attend a meeting of the Los An- 
geles Control on March 17 and a 
meeting of the San Francisco Con- 
trol on March 25. 

Mr. Perry planned also to stop 
to visit officers and members of | 
the Chicago Control on March 28, 
on his return trip. 


| 
| 
| 
| 
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FRANK R. MILLERSCHIN 
Piel Brothers, Brooklyn. 

RoBERT E. Moore 
White Laboratories, Inc., Newark, New 
Jersey. 

GEORGE C. OBER 
Corneli Seed Company, St. Louis. 

JOHN J. O’SULLIVAN 
National Outdoor Advertising Bureau, 
Inc., New York City. 

ARTHUR S. POUCHOT 
Lee Rubber and Tire Corporation, Con- 
shohocken, Pennsylvania. 

CHARLES J. SKINNER 
The Corporation Trust Company, New 
York City. 

L. R. SwWETT 
Central Outdoor Advertising Company, 
Inc., Cleveland. 

WILLIAM H. WEIs 
Frick-Reid Supply 
burgh. 


Corporation, Pitts- 


A Control in Honolulu? 


Mr. Maxwell C. Levine, a member of 
the Controllers Institute of America, who 
recently removed to Honolulu, writes as 
follows: 

2392 Koa Avenue 
Honolulu, T. H. 


February 25, 1938 
Dear Mr. Tucker: 

Your nice letter of the 9th inst., was 
handed to me yesterday and I do want to 
thank you not only for your unsolicited 
plan to publish a few words of our mak- 
ing this our permanent home, but for the 
enclosures which I read with a good deal 
of interest and thought. There is a defi- 
nite need and place for standardized prin- 
ciples, methods and procedures of ac- 
counting for business concerns. I have 
often wondered why there should exist 
so many differences in the treatment of 
ordinary balance sheet and profit and loss 
items. Standardization will give us an 
improved keenness and quickness of un- 
derstanding. I am for it. 

I never have let the idea out of my 
mind anent organizing a Control in Hon- 
olulu, since our last pleasant chat. In 
trying to become connected I am glad to 
report meeting several controllers and a 
goodly number of office managers and 
executives in administrative capacities. I 
hope soon to become connected and 1 
assure you, Mr. Tucker, that you can look 
to me for full support and cooperation 
in Organizing a Control here. In the 
interim, would it not be a good idea to 
send me details, literature and a skeleton- 
ized procedure for organizing a Control? 

You will be glad to learn that I am 
temporarily employed by the Department 
of Economics in the University of Hawaii. 
A few days after our happy arrival here 
on January 14 I was fortunate in be- 
coming so quickly associated, even though 
it be for a short duration until April. 
We have no thought of ever returning to 
the States except for visiting it at some 
Annual Controllers Meeting, to which 
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| Chicago Conference of 
Controllers Postponed | 
| After a careful canvass of the 
| field, to learn how many of the 
| three hundred members of The 
Controllers Institute of America 
| who are situated in the Midwest 
section could plan definitely to at- 
tend the proposed Midwest Con- 
ference of Controllers in Chicago, 
decision was reached that it would | 
| be best to postpone the conference 
in Chicago. The number of con- 
| trollers who could definitely com- | 
| mit themselves to attend a con- 
ference in Chicago in May was 
not large. 











I will look forward with that feeling 
which I know you understand. Mrs. Le- 
vine and I just love it here. You must 
plan to come here some day and see for 
yourself why we love these beautiful 
islands. 

In the interim “Aloha” and through 
you “Aloha” to my fellow Controllers, 
with the regretful closing that it is physi- 
cally impossible to share the caressing 
warmth always experienced here. I will 
be happy to receive further information 
relative to organizing a Control here. 


Wants Assistant Controllership 


Man, aged 43, who has been assistant 
controller since 1929 of one of the largest 
companies in the heavy machinery field, is 
in the market for a similar position with 
another company, having resigned volun- 
tarily a short time ago. He was specifically 
charged with preparing tax and informa- 
tion returns. Has strong recommendations 
from controller, public accountants, and 
counsel, whose names: will be furnished 
upon request. He previously served for 
four years as controller of a clothing man- 
ufacturing company and before that worked 
as a public accountant for seven years, 
first as junior and later as supervising 
senior. Address “The Controller,’’ No. 232. 


Seventh Annual Meeting, Control- 
lers Institute of America—Se ptember 
26 and 27, 1938, at Waldorf-Astoria 
Hotel, New York City. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Il. 




















MEETINGS OF CONTROLS 


Syracuse 
Another interesting and successful monthly 
meeting of the recently organized Syracuse 
Control was held at the University Club 
on March 21. The program consisted of a 
round-table discussion by the members on 
“Methods of Inventory Valuation.” 


San Francisco 


The date of the monthly meeting of 
the San Francisco Control at the Olympic 
Club was changed to March 25 so that 
the Control could have as its guest Mr. 
Henry C. Perry, president of The Con- 
trollers Institute of America. The Pro- 
gram Committee also arranged for a 
round-table discussion of the subject ‘‘Per- 
sonnel Management and Employee Re- 
lationship.” Mr. E. V. Mills, of the 
Fireman’s Fund Insurance Company, a 
member of the Control, introduced the sub- 
ject, and the members joined in the dis- 
cussion for which they had prepared in 
advance of the meeting. 


Saint Louis 

The regular monthly meeting of the St. 
Louis Control was held at the Missouri 
Athletic Association on March 22. Mr. 
W. A. Baker, of the Shell Petroleum Com- 
pany, and a member of the local Control, 
spoke on “Organization of the Controller’s 
Department of the Shell Petroleum Com- 
pany.” He was assisted by Messrs. E. R. 
Mueller and R. S. Gray, two of his asso- 
ciates. 

Pittsburgh 

The Pittsburgh Control set aside the 
monthly meeting on February 28 at the 
William Penn Hotel for a round-table 
discussion of various subjects submitted 
by members. Mr. E. A. Berry, of the Kop- 
pers Company, president of the Control, 
acted as chairman, Mr. J. F. Woessner, 
of Pittsburgh Coke and Iron Company, 
and Mr. John M. Auty, of Pittsburgh 
Screw and Bolt Corporation, both of 
whom are directors of the Control, led 
the discussion. The meeting adjourned 
at 10:30 P.M. 


Philadel phia 

Questions pertinent to the annual report 
problem were discussed at the monthly 
meeting of the Philadelphia Control which 
was held at the Penn Athletic Club on 
March 23. Mr. Wesley A. Gilman, vice- 
president of N. W. Ayer and Son, Inc., 
spoke on “How To Improve the Annual 
Report.”” His intimate contact with the 
great variety of businesses served by his 
firm made him particularly well fitted to 
discuss this subject in terms applicable to 
members’ own annual report problems. 
Mr. V. L. Elliott, of The Atlantic Refining 
Company, and president of the local Con- 
trol, was the chairman of the meeting. 


New York City 
The New York City Control held one of 
its largest meetings of the season on March 
24 at the Park Central Hotel. The speaker 





was Mr. Glenn A. Bowers, executive di- 
rector of the Division of Placement and 
Unemployment Insurance, New York State 
Department of Labor. His subject was “The 
First Three Years of Unemployment Insur- 
ance in the State of New York.” 

Mr. Bowers is one of the best informed 
men in the country on unemployment in- 
surance. He was in charge of the organizing 
and the setting up of the machinery in the 
State of New York, and of the inauguration 
of rules and regulations. He is leaving his 
present position shortly to become manager 
of labor relations of the (newspaper) Pub- 
lishers Association of New York City, so 
he spoke at the meeting not as an adminis- 
trator but as an individual. He analyzed the 
first three years of unemployment insurance 
in the State of New York, and made sug- 
gestions as to the possibility of improving 
state legislation and administration in this 
field. He presented constructive criticism 
as to what should be done concerning spe- 
cific problems which now confront the state 
and employers, and also spoke about fed- 
eral relations with the state, including a 
few specific points on federal administrative 
policies. Mr. Bowers gave a definite mes- 
sage which indicated changes that may be 
proposed in the near future. 


New England 

The monthly meeting of the New Eng- 
land Control was held on March 15 at 
the University Club, Boston. The in- 
vitations included associates of controller- 
members who are in charge of financial 
and credit functions of their companies. 

Mr. Walter L. Driscoll, manager of the 
Credit Department of the First National 
Bank of Boston, spoke on “Relations of 
the Banker and the Controller,’ and de- 
veloped the subject particularly from the 
banker’s viewpoint. He provided infor- 
mation which not only gave an inside 
view of an important field of business ac- 
tivity but which also had a direct bearing 
on the controller’s duties. 


Milwaukee 

There was no guest speaker at the general 
meeting of the Milwaukee Control held 
March 8 at the University Club. The meet- 
ing took the form of a round table discus- 
sion on “Corporation Management With 
Respect to Personnel.’”” Some of the com- 
panies represented by membership in the 
Control have made interesting studies of 
this problem. At the suggestion of the 
Program Committee, members were pre- 
pared to discuss the classification of em- 
ployees from actual cases with which the 
members concerned were familiar. 


Los Angeles 

The regular monthly meeting of the 
Los Angeles Control was held at the 
Hotel Clark on March 17. Mr. Henry C. 
Perry, president of The Controllers In- 
stitute of America, was present and out- 
lined the aims of the National Planning 
Committee and conferred with the mem- 
bers on local Control problems. Another 
guest was Mr. Carlton P. Tibbets, Cali- 
fornia Reserve Commissioner, who dis- 
cussed the proposed termination slip. 
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Twin Cities 
Mr. G. C. Ballhorn, of General Mills, 
Inc., and a director of the Control, ad- 
dressed the members of the Twin Cities 
Control at the regular meeting on March 1 
at the St. Paul Athletic Club, on “Flour 
Mill Accounting.” 


District of Columbia 

So many questions were raised during 
the February meeting that it was decided 
to continue the same subject at the 
monthly meeting of the District of Co- 
lumbia Control which was held at the 
Carlton Hotel on March 22. The subject 
was “Tax Reduction Through Automatic 
Merit Rating for Unemployment Compen- 
sation Insurance and Possible Amend- 
ments to the Present District of Columbia 
Unemployment Compensation Act.” The 
Control was fortunate in having as a 
guest Mr. John L. Bischoff, of the District 
of Columbia Unemployment Compensa- 
tion Commission, who was actively con- 
nected with the formulation of the pres- 
ent act and its subsequent administration. 
He took part in the discussion and gave 
the members the benefit of the adminis- 
tration’s viewpoint. 

Detroit 

“Michigan Use and Sales Tax’’ was the 
subject of an address by Mr. Raymond H. 
Berry at the regular meeting of the Detroit 
Control on March 9 at the Intercollegiate 
Alumni Club. Mr. Berry is an attorney of 
the firm of Berry and Stevens, and is con- 
sidered to be a legal authority on tax mat- 
ters. The meeting proved to be interesting 
and enlightening. 

Cleveland 

The monthly meeting of the Cleveland 
Control was held on March 8, and was ad- 
dressed by Mr. Gordon Macklin of Well- 
sted, Macklin & Company, brokers. Mr. 
Macklin was president of the Cleveland 
Stock Exchange from 1934 to 1938 and has 
had considerable experience with the Securi- 
ties and Exchange Commission from the 
time it was set up. He has had much to 
do with the operations of the Ohio Securi- 
ties Commission and was one of the drafters 
of the Ohio blue sky law. Mr. Macklin 
spoke informally of his experience as a 
broker operating under the Securities and 
Exchange Commission and led the discus- 
sion by members of the Control. 


Cincinnati 

Mr. James F. Allen, of the American 
Laundry Machinery Company, a director 
and former president of the Cincinnati Con- 
trol, was the speaker at the regular monthly 
meeting of the Control on March 8, at 
Hotel Alms. ‘Installment Selling’? was the 
subject. Mr. Allen is well qualified to dis- 
cuss it, since his company uses this proce- 
dure in the merchandising of its products. 
A discussion period followed the address. 


Joint Meeting of Controls on Pacific Coast 

A joint meeting of the San Francisco and 
Los Angeles Controls, of the Controllers 
Institute of America, is to be held at Fresno, 
April 23 and 24. 




















Chicago 

The topic for discussion at the regular 
monthly meeting of the Chicago Control 
on March 15 at Harvey’s Restaurant, was 
“The Relationship of Costs and Prices.” Mr. 
Howard C. Greer, who was the speaker, is 
director of accounting for the Institute of 
American Meat Packers and is a professor 
of accounting at the University of Chicago. 
He has been active in the work of the Na- 
tional Association of Cost Accountants and 
the American Accounting Association, and 
is the author of a number of articles and 
books on accounting subjects. 

The theme of the address was on the 
general question as to whether or not pres- 
ent cost accounting methods provide the in- 
formation necessary for answering correctly 
the following questions: To what extent 
do costs govern prices? Can increased costs 
always be “passed on” to the customer? 
Are there any circumstances in which it is 
good business to sell goods for less than 
cost? How can destructive price cutting be 
distinguished from lowering prices? Mr. 
Greer was fully informed and gave an ad- 
dress which will long be remembered by 
those in attendance at the meeting. 


Buffalo 

The monthly meeting of the Buffalo Con- 
trol was held at the Buffalo Athletic Club 
on March 1. Mr. Frank E. Davis, of the 
National Gypsum Company, president of 
the Control, acted as chairman. The Pro- 
gram Committee, through its chairman, Mr. 
A. H. Rumble, of Remington-Rand, Inc., 
presented a list of subjects which it con- 
sidered suitable for programs of meetings 
and asked each member to select three of 
those subjects and add three more of his 
own choosing. It was agreed that for the 
present the meetings should be confined to 
round-table discussions of subjects to be 
announced in advance of each meeting, and 
that outside speakers be called in only as 
the need arises for further information con- 
cerning some particular subject. 

A Publicity Committee was appointed as 
follows: Mr. F. E. Davis, chairman; Mr. 
A. H. Rumble and Mr. W. H. Watkins. 
After an interesting discussion of ‘Current 
Problems and Business Conditions,’ the 
meeting adjourned. 





To the Controller of an Inquiring, rather 
than a Satisfied Mind 


MICHECKS 


INCORPORATED 
73 MURRAY ST. NEW YORK, N. Y. 


An Accounting Procedure, paid for by the 
order for checks which make it effective 


Complete your A/P, Payroll or Dividend 
operations solely by typing your checks 
from rolls on a typewriter—usable for or- 
dinary purposes when not typing checks. 
La Monte Safety Paper Used. 











Bridgeport 

The monthly meeting of the Bridgeport 
Control was held at the University Club, 
Bridgeport, on March 2. Mr. Norris M. 
Perris, a partner of the firm of Stevenson, 
Jordan & Harrison, management engineers, 
addressed the members on ‘Flexible Budg- 
ets and their Function in Times of Reced- 
ing and Increasing Business.’ His address 
was illustrated with stereoptican slides and 
was followed by a question period during 
which many questions were asked and an- 
swered. 


CHARLES A. SMITH 


Mr. Charles A. Smith, controller of Amer- 
ican Trust Company, San Francisco, for 
twelve years, died March 1. Mr. Smith's 
passing was sudden. He was seized with 
a heart attack while on his way to his 
office. 

Mr. Smith became a member of The 
Controllers Institute of America on Novem- 
ber 19, 1934. He had been active in the 
work of the San Francisco Control, in the 
development of which he played a leading 
part, being one of the original members. 
He was treasurer of the Control for two 
years, and a member of its Tax and Legis- 
lative Committees. 

In October, 1937, Mr. Smith came to 
New York and attended a dinner of di- 
rectors of The Controlelrs Institute of 
America held just prior to the opening of 
the Sixth Annual Meeting: He partici- 
pated in the various sessions of the annual 
meeting, and sat at the speakers’ table at 
the dinner which concluded the meeting. 
During the three days many members had 
an opportunity to make the acquaintance 
of Mr. Smith. His passing is a distinct 
loss to The Institute. 


Type of Meetings Preferred 
by Los Angeles Control 


The Los Angeles Control has been mak- 
ing a study of late as to the type of meet- 
ings preferred by its members. The 
study was made by Mr. Wesley Cunning- 
ham, of the General Petroleum Corpora- 
tion of California, Chairman of the Con- 
trol’s Program Committee. A_ brief 
questionnaire was circulated among the 
members, and the replies showed that 
the members prefer not to have a formal 
program at every meeting. Instead, they 
demonstrated a definite desire for in- 
formal meetings, each one devoted ex- 
clusively to the discussion of a particular 
subject. They indicated that they would 
like to see provision made for discus- 
sion and rebuttal following the presenta- 
tion of any paper, and that, for the most 
part, members themselves should pre- 
sent papers and lead discussions. The 
members indicated that on special occa- 
sions, they would welcome an address or 
paper by a non-member. 

The specific question was asked as to 
whether there should be discussions of 
political matters, such as impending leg- 


INSTITUTE ACTIVITIES-COMMUNICATIONS 


islation, or taxes, and the answer was al- 
most unanimous in the affirmative. 

The members could not see the use- 
fulness of a question box, and they were 
not in favor of having stenographic notes 
taken of discussions. 

When the replies to the questionnaire 
were tabulated and discussed, it was 
brought out that members almost unani- 
mously believed that subjects should be 
chosen from month to month, dealing 
with problems with which the individual 
members of The Institute are currently 
confronted. 








PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical! and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today- 













Rectigraph Division of 


THE HALOID COMPANY 
701 Haloid St., Rochester, N. Y. 
Branch Offices in Principal Cities 














LONG DISTANCE calls enable you to secure information, from far and near, 


at the very moment you need it. © More and more, controllers are keeping 


posted on facts and figures by Long Distance. They find that they can talk 


with the right man, at the right time, freely and fluently . . . can discuss 
stock inventories, contract terms, monthly expenditures, tax assessments, 
estimates on new equipment, insurance details. @ Rapid, 
clear, direct . . . Long Distance is now more than ever in 


favor with controllers . .. at the present low rates. 




















WANTED: COPIES OF FINANCIAL STATEMENTS 
AND ANNUAL REPORTS OF COMPANIES 


ONTROLLERS are asked to send to the Controllers Institute 
of America, at One East Forty-Second Street, New York City, 
copies of the annual financial statements and reports which are made 


public by their companies. 


These statements and reports are wanted by the Institute for pur- 
poses of study and analysis, not from the point of view of financial 
results of operations, but from the point of view of forms of presenta- 


tion, contents, and the like. 


Each year some slight changes and improvements in the form of 
financial statements and reports, are noted. An attempt will be 
made by The Controllers Institute of America to classify and ap- 
praise any changes noted in this year’s reports, and general trends 


will be noted and commented upon. 


The cooperation of controllers in making these statements and re- 
ports available will be appreciated. In many cases the statements 
and reports of companies are not made public, and this request does 


not apply to those cases. 


If controllers, in transmitting copies of the statements made by 
their companies, will mention briefly any innovations introduced 
this year, it will be helpful to the commitiee which will have this 


study in charge. 


Many controllers have placed The Controllers Institute of 
America on their mailing lists to receive copies of their statements 
yearly. To them the thanks and appreciation of The Institute are 
tendered. 

The collection of reports, when assembled, will be open for in- 
spection at the headquarters of The Institute, One East Forty-Sec- 
ond Street, New York City. 











MARCHANT Cdiminades THE HUNT 
FOR THE KEYBOARD FACTOR |! 


Only with MARCHANT 


KEYBOARD CHECK-DIAL 
isinstant visible proof provided 


FOR ALL 3 FACTORS 


OTHER EXCLUSIVE MARCHANT FEATURES 
INSTANT CARRIAGE-POSITION INDICATOR 
Unique red arrow always points to operating dial. 
FULL-AUTOMATIC REVERSIBLE MULTIPLICATION 
Fastest, easiest multiplication yet devised. 
AUTOMATIC COMPARISON DIVISION 


A mere touch of a key-—and all division problems are 
performed automatically. 


POSITIVE ELECTRIC CLEARANCE 
Regardless of carriage position, a feather touch instantly 
clears any one or all three dials as well as the keyboard. 


Marchant Calculating Machine Company 
1475 Powell Street 
- Oakland, California 
Please send me further MARCHANT informa: 
All Electric... Full Automatic eee ear One ot: ee 


Name 


CALCULATOR = == 


City 


f 
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